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NOTE 


The previous issue of Kyklos was the last one to appear under the 
guidance of Dr. RupotF FREI as managing editor. He is leaving 
Kyklos to free himself for other responsibilities. White appreciating 
his reasons for leaving, our readers and my colleagues on the board 
of editors will readily understand how much we regret his depar- 
ture. The rise of Kyklos to the international reputation it now en- 
joys is due in large measure to his unrelenting efforts. His dedication 
has helped Kyklos to overcome a multitude of difficulties encoun- 
tered in putting the review on a sound financial basis. His keenness, 
independent judgment and tact have given Kyklos an individual 
character that we shall strive to retain. It is, thus, no mere formality 
when we express our sincere gratitude to Dr. Frei. The increase of 
subscriptions from less than 500 at the time he assumed the editor- 
ship to almost 2000 today may be considered the most encouraging 
reward for his work with Kyklos. 

As of April 1, 1961, Jacques Stohler will take over the managing 
editorship of Kyklos. For the interim period, Gerhart E. Reuss has 
kindly agreed to assume these duties. This young economist has be- 
come known for his work on productivity analysis, which is receiv- 
ing widespread acclaim in academic circles. E.S. 


Das Aprilheft dieses Jahrgangs war das letzte, das Dr. RuDOLF FREI 
als Redaktor betreut hat. Er verlasst den Kyklos, um fiir gréssere 
Aufgaben frei zu sein. Wir miissen dies achten und verstehen. Aber 
die Co-editores werden ebenso wie unsere Leser begreifen, dass die 
Trennung uns sehr schwer fallt. Die Tatigkeit von Dr. Frei ist mit 
dem Aufstieg des Kyklos untrennbar verbunden. Sein persénlicher 
Einsatz und seine Geniigsamkeit haben in den schweren Jahren des 
selbstandigen Beginns die Zeitschrift iiber manche finanziellen 
Klippen hinweg zu steuern erlaubt — sein untriiglicher Qualitats- 
sinn hat das internationale Niveau gesichert — seine Sachkenntnis 
und sein Takt haben unsere Zeitschrift mit einem Geist der Fairness 
erfiillt, der verpflichtend bleibt. Es ist keine Formsache, wenn wir 
ihm aufrichtig und warm danken, auch wenn er in seiner Bescheiden- 
heit den Aufstieg des Kyklos von einer Auflage von rund 500 zu einer 










Zahl von bald 2000 als den wirklichen Dank fiir seine Miihen be- 


trachtet. 

Die Redaktion des Kyklos wird ab 1. April 1961 an Jacques 
Stohler, Basel, zur Zeit Hamburg, iibergehen. Fiir das dazwischen- 
liegende Jahr hat freundlicherweise Gerhart E. Reuss die Schrift- 
leitung iibernommen. Seine Arbeiten iiber Produktivitatsanalyse 
weisen ihn als versprechenden Vertreter des wissenschaftlichen 
Nachwuchses aus. E. S. 
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INSTITUTIONALISM AND AMERICAN 
ECONOMIC THEORY: 
A CASE OF INTERPENETRATION?! 


At the threshold of the 2oth century, American Institutionalism made 
its successful debut as an independent school of thought. Although 
neither its exaggerations nor its contradictions were overlooked, the 
system was received with a rising wave of sympathy. It appealed to 
professional economists who had grown impatient with the sophisti- 
cated and abstract message of Neo-Classicism and were looking for 
a short-cut to a “realistic”? science. It appealed especially to that 
group of economists who by congeniality or education leaned to- 
wards German Historism. Many of them were convinced that Karl 
Marx was the stormy petrel of Institutionalism, that Historism was 
another move, although too timid, in the same direction, and that 
American Institutionalists could refer to Max Weber and Werner 
Sombart as their active supporters”. The future predominance of the 
system in the USA seemed assured for intellectual as well as practical 
reasons. The approach of the Institutionalists was in line with Ameri- 
can trends in philosophy and political ideology. The new principles 
could be applied to pressing economic and social needs and, as some 
of their proponents anticipated, would eventually be integrated into 
an organon of public policy. Institutionalism also gratified national 
pride as the only school of economic thought with an uncontested 
American birth certificate. 

Since its formative years, however, the prestige of Institutionalism 
has considerably declined. If present American economists should be 
asked by a Gallup poll to state their relation to schools of thought, 
most of them would decline to be distinguished as Institutionalists. 
They would prefer to be linked with economic theorists, mathemati- 
cal economists, econometricians, empiricists, economic planners, or 
with that large, amorphous, and unreliable group, euphemistically 


1. The author is indebted to Professor Goetz A. Briefs of Georgetown Uni- 
versity, Washington, D.c., for useful suggestions. 

2. See Aspram L. Harris, “Types of Institutionalism’’, Journal of Political 
Economy, Vol. xt (1932), pp. 721-749. 
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termed eclectics. Many writers like to say that Institutionalism has 
run its course*. As Eric Roll discreetly put it, Institutionalism is 
‘almost completely dead’’*. Even the cause of its agony has been as- 
certained. According to Frank H. Knight, Institutionalism was 
“largely drowned by discussion of the depression, or perhaps boom 
and depression, and especially by the literature of the Keynesian 
revolution’’>, 

We may wonder, however, whether the time for obituaries has yet 
arrived. A more sceptical attitude could seem pertinent for the follow- 
ing reasons: 

(1) At no time was Institutionalism an integrated whole like 
Physiocracy, Classicism, Marginalism, or Marxism. From its start 
it was fragmentary, contradictory, and torn by dissensions. 

(2) Only rarely in history have theoretical systems and ideologies 
preserved their initial purity over several generations. Regularly 
their substance has been mixed with other ingredients—sometimes 
so effectively as to prevent identification. Did such a process of ad- 
justment and amalgamation play a significant role in the experience 
of Institutionalism? 

(3) We need hardly mention that neo-classical theory has shifted 
positions; perhaps it shifted more radically during the past few de- 
cades than Classicism did in the course of an entire century. Were 
those shifts caused by the sparks kindled in the camp of the Institu- 
tionalists? Or, to go beyond this point, did institutionalist ideas in- 
filtrate the territory of Neo-Classicism? 

If all our questions were answered in the affirmative, we would 
face a typical case of interpenetration. — 

Evidently those possibilities range too far over the entire field of 
economics to be fully explored in a brief essay. No attempt can be 
made to present any full documentation, but some tentative con- 
clusions may be reached. 


3. See for example, JoHn M. Fercuson, Landmarks of Economic Thought, 2nd ed., 
New York 1950, p.260; JoHN FRED Bett, A History of Economic Thought, New 
York 1953, p. 566. 

4. Eric Rott, A History of Economic Thought, 3rd ed., New York 1956, p. 453- 

5. Frank H. Knicut, “Institutionalism and Empiricism in Economics’’, 
American Economic Review, Vol. xtu, No.2 (May 1952), p.45 (Papers and Pro- 
ceedings). 
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To prevent customary misunderstandings, I begin with a few 
comments on the diversification of institutional thought. 


1. Patterns of Institutionalism 


Its first architects, Thorsten B. Veblen and John Rogers Commons, 
provided Institutionalism with a roof broad enough to shelter several 
scientific structures. In addition, the ambiguity of its name spread 
confusion. It has played some part in stirring up family quarrels. 
Like some other economic terms, the word “‘institution”’ has been 
used with extreme inconsistency. Generally, the Institutionalists were 
agreed on one point only: to consider institutions not merely as a 
background, but as “‘ dramatis personae’’ in the economic play of forces®. 
However, the task of identifying those actors was left to the vision of 
the individual author. 

Here a first conflict arose between the co-founders. When Veblen 
chose to call his system “‘Institutionalism”, he conceived of institu- 
tions as accustomed ways of doing and thinking, “habits of action 
and thought widely current in a social group”. Commons rejected 
this notion as summarily as all other conventional concepts. When he 
proudly submitted the first comprehensive treatise bearing the name 
“Institutional Economics”’’, he insisted that institutions did not sig- 
nify exogenous conditions of economic activities ‘analogous to a 
building, a sort of framework of laws and regulations, within which 
individuals act like inmates”. Nor should they be defined as in 
Veblen’s work, as “‘ the ‘behavior’ of the inmates themselves’’®. Com- 
mons wavered, however, in taking a final stand. Sometimes he identi- 
fied institutions with the activities of organizations, sometimes defined 
them as all types of transactions brought together in a larger unit of 
economic investigation. Those units of investigation were described 
also as “Going Concerns’’. In any case, ““Going Concerns” were 


6. Wivu1iaM Jarré in the debate on “‘Economic Theory and Institutionalism”’ 
at the meeting of the American Economic Association in 1930 (American Economic 
Review, Vol. xx1, No. 1, Supplement, March 1931, Papers and Proceedings, 
p. 138). 

7. Joun R. Commons, Institutional Economics: Its Place in Political Economy, 
New York 1934. 

8. Ibd., p. 69. 
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identical with ‘‘institutions”. Commons conceded, of course, that 
organizations or units of economic investigation differed in structure 
and functions. They embraced the family, the corporation, the trade 
union, the trade association, and the State itself. On the contrary, all 
of those institutions were engaged in “‘collective action” —and “‘col- 
lective action”, in its turn, was to Commons the central theme 
of economic theory. In other words, collective action was related 
to the “Going Concern” rather than to the social group. As 
Commons drastically put it, the passive concept was the “group”’, 
the active concept the “Going Concern’. With this limitation, 
institutional economics could be described as a “science of activity ’’® 
or “a theory of the human will” or “‘a system of volitional eco- 
nomics’”’. 

Veblen’s and Commons’ systems differed equally in method and 
scope of scientific inquiry. In his challenge to Neo-Classicism, Veblen 
insisted that economics should be transformed into a genuine evolu- 
tionary science. He postulated that economic activities represented 
an unfolding process of life, and he analyzed institutions in the light 
of Darwinism. We thus call his system Darwinian Economics. 

Since Veblen wished to transform economics into a natural and 
evolutionary science, he dismissed idealistic philosophy, abstract pre- 
mises, and static analysis. Concentrating on habits of thought and 
action, he derived his findings partly from behavioristic psychology 
and partly from cultural history and anthropology. 

Although Commons’ version bore an identical name and was 
equally considered as a challenge to orthodox thought, it differed 
from Veblen’s system in philosophy, substance, and purpose. Com- 
mons discarded again the natural science approach and, more particu- 
larly, the Darwinian concept of evolution. He leaned heavily on prag- 
matic philosophy, though he labored in vain to free himself from the 
eggshell of metaphysics. To him, scientific inquiry was no end in itself. 
Contrary to Veblen’s “Olympian detachment”’?®, he considered eco- 
nomic studies as a means for securing economic progress and social 
welfare. Therefore his system—which I characterize as Pragmatic Eco- 
nomics—reached its climax in presenting a guide to “collective ac- 


g. Joun R. Commons, The Economics of Collective Action, New York 1950, p.34.- 
10. JoHN Maurice Ciark, Economic Institutions and Human Culture, New York 


1957, P- 57: 
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tion”, And collective action was to result in “collective control”’. 
These terms, however, were used with remarkable sophistication. 
They did not suggest any need for “overall dirigism”. Although—as 
Commons declared—collective action served to control individual 
action, it was “‘literally the means to liberty’’!*. If all social groups 
would pursue their egoistic interests (which, in Commons’ view, was 
legitimate) permanent economic struggle, if not chaos, was inevitable. 
He suggested, therefore, that opposing interests should be recon- 
ciled by collective action. Such a policy would provide for economic 
liberty, economic growth, and social progress. 

Finally, in contrast to Veblen, Commons did not think of Institu- 
tionalism as the heir presumptive of the orthodox school. Limited in 
scope as it was, it could not replace a science that had covered all 
aspects of economic life. Institutionalism cultivated a major province 
of economics, but left the remainder to a more conventional scheme 
that deserved the traditional name “ Political Economy”. 

The two institutional patterns, Darwinian and Pragmatic Eco- 
nomics, had been barely completed when a loosely knit group of 
economists, claiming to represent “‘the younger generation”’!* over- 
hauled their foundations. Guiding spirit of the group was Wesley 
C. Mitchell (1874-1948) ; among his associates were Walton H. Ha- 
milton, Frederic C. Mills, Rexford Guy Tugwell, Morris A. Cope- 
land, Gardiner C. Means, Clarence E. Ayres, and Arthur F. Burns. 
These revisionists proceeded by elimination as well as by supplemen- 
tation. The Darwinian concept of evolution, the role of irrational 
motivation, the idea of collective action, and other paraphernalia of 
the earlier versions were either de-emphasized or eliminated. Only a 
few members of the group stressed the impact of legal systems and 
practices as much as Commons did. Nor did they blend economic 
theory with economic sociology as fully as Veblen had suggested. 
Equally significant was their mellowing of the former anti-theoretical 
position. Finally, “the younger generation” supported enthusiasti- 


11. Therefore Common’s last treatise which he had left untitled was called by 
its editor: The Economics of Collective Action (New York 1950). 

12. Ibd., p. 35. 

13. Rexrorp Guy TuGweELt, for instance, called his representative sympo- 
sium: The Trend of Economics (New York 1924), ‘‘a manifesto of the younger gene- 
ration’’. (Introduction, p. rx.) 
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cally some political and social objectives of their time. They joined 
forces with modern “‘ welfare economists” and actively participated 
in public life. 

So the tree of American Institutionalism burst into a third blossom- 
ing, more exuberantly than its earlier blooms. For the lack of a better 
name, I suggest referring to it as Neo-Institutionalism". 


2. Shifts in Neo-Classical Positions 


The rapprochement of the rival schools was mutual. I turn first to 
those areas in which neo-classical theorists, partly under the spell of 
the Keynesian revolution, have made major concessions. 

In the past few decades, for example, macro-economics has 
emerged as a preeminent, if not vital, subject of the theoretical in- 
quiry. In so far, neo-classical theorists now concur with the views 
held by their former adversaries. This does not imply that the aggre- 
gative approach was of equal significance for all patterns of Institu- 
tionalism. Neither Veblen nor Commons were its leading exponents. 
Veblen, of course, showed some interest. In his later years, he sug- 
gested current surveys of available physical resources as a tool of 
total planning. Yet those surveys, termed “organizational tables’’, 
were conceived in too primitive a fashion to be useful as a point of 
departure’. More consistently, Mitchell and his group relied on the 
aggregative approach. If, as they believed, economics was a genuine 
social science it was primarily concerned with mass phenomena. 
These in turn, could be best disclosed by a study of aggregates'®. 

Equally significant was another shift in the camp of the theorists; 
a shift from the search for economic laws to the short-run analysis. 
This shift, too, was intensified, if not initiated, by the Keynesian 


14. For a supplement of this section, see my article “‘Wirtschaftstheorie und 
Institutionalismus in den Vereinigten Staaten’’, in Die Einheit der Sozialwissen- 
schaften, Franz Eulenburg zum Gedéchtnis, ed. by Wilhelm Bernsdorf and Gottfried 
Eisermann, Stuttgart 1955, pp. 201-213. 

15. Tu. B. VEBLEN, ‘Memorandum on a practicable Soviet of Technicians’’, 
reprinted in his collection of essays: The Engineers and the Price System, New York 
1921, pp. 138-169. 

16. WesLey C. MircHe.t, “Quantitative Analysis in Economic Theory’’, 
Presidential Address to the American Economic Association (1924), reprinted in 
The Backward Art of Spending Money, New York 1937, pp. 22-36. 
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Revolution. We shall deal with it more explicitly in the following 
section. 

The two rival schools have been pulling together in a third contro- 
versial field. From their early beginnings, Institutionalists conceived 
of economic change or of cumulative change as the foremost theme 
of their science. Also here, neo-classical positions have been shifted. 
Questions of economic expansion, economic development, or eco- 
nomic growth loom too paramount in our time to deserve a second 
place. Probably no technical term has been used by professional eco- 
nomists of this generation as enthusiastically (and ambiguously) as 
the term “‘economic growth”. At the same time, the conventional 
distinction between Statics and Dynamics has become somewhat 
blurred. As we gather from a recent study of economic semantics, 
both learned terms show a “‘truly kaleidoscopic variety of mean- 
ings”’!?, Apparently, Paul A. Samuelson was right in his caustic re- 
mark some time ago that those two technical terms have been used 
as synonyms for good and bad, realistic and unrealistic, simple and 
complex: “‘We damn another man’s theory by terming it static, and 
advertise our own by calling it dynamic’’!®. 

Also the Neo-Institutionalists must be credited with having ex- 
pedited a final compromise on this issue. They debunked the Dar- 
winian concept of evolution. They regarded it as a liability rather 
than an asset of their new economics and stressed both its empirical 
and its philosophical deficiencies. The Darwinian concept of evo- 
lution—they thought—contradicted experience in the realms of eco- 
nomic and social life. While institutions changed rapidly, biological 
evolution was infinitely slow. Furthermore, economic Darwinism 
meant a relapse into metaphysics or, as Mitchell put it, “a sort of 
theology”’!*. Nevertheless the schoo! has continued to speak of eco- 
nomic evolution as a synonym of economic development, without 
any biological connotation”®. 

17. Frirz MacHuvp, “Statics and Dynamics: Kaleidoscopic Words’’, Southern 


Economic Journal, Vol. xxvi, No. 2 (October 1959), pp. 91-110. 

18. Paut A. SAMUELSON, Foundations of Economic Analysis, Cambridge 
(Mass.) 1947, p. 311. 

19. WesLtEy C. MircHELL, “The Prospects of Economics’’, in The Trend of 
Economics, New York 1924, p. 26, and his letter of August 9, 1928 to John Maurice 
Clark, in Wesley Clair Mitchell: The Economic Scientist, New York 1952, pp. 93-99- 

20. More recently ALBERT O. HirscHMAN suggested segregating the two terms 
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3. Pragmatism and Relativism 


Other affinities of the two rival schools rest, to a large extent, on some 
common philosophical convictions. Both Neo-Classicists and Neo- 
Institutionalists have been anointed with a large dose of pragmatic 
oil. They are looking for theories that can ‘‘work’’. Most of them 
would accept William James’ well known dictum: that the two 
phrases—that an idea or belief was useful because it was true and 
that an idea or belief was true because it was useful—meant exactly 
the same thing: that here was an idea that had been fulfilled and 
could be verified?!. 

Therefore most economists were inclined to forego any search for 
‘natural’ laws. Theories that can work do not need to be absolutely 
true. They are valid in the future only if all relevant economic and 
social data will remain the same. Broadly speaking, pragmatism is 
based upon a “relativity concept of truth’’. Consequently economic 
research reaches its climax in subjecting theories to an “ applicability 
test’. After having passed such a test, theories are regarded as fit to 
be transmuted into economic and social practice”. 

In this way, the pragmatic creed provided the economist with a 
simple device for selection. Thus, for instance, Morris A. Copeland 
declared, economic theories should enable one to say a priori what he 
expected to find under certain specific conditions, of course, “‘ within 
the limits of accuracy of the generalization’’. Inversely, the economist 
is committed to strike off the roster of valid notions any theory that 
is contradicted by experience’. Since, however, the social and eco- 
nomic environment is in permanent flux, theories that were right in 
the past must be expected to be wrong at a later time; and vice versa. 

At this point, various writers made significant reservations. They 
still stuck to their right to more lasting generalizations since, as they 


of development and growth by applying the first to underdeveloped and the 
second to economically advanced countries. ( The Strategy of Economic Development, 
New Haven 1958, p. 29.) 

21. Witi1aM James, Pragmatism: A New Name for Some Old Ways of Thinking, 
London 1907, p. 204. 

22. See, for instance, JosepH J. SPENGLER’s remarks at the debate of the 
American Economic Association in 1930, loc. cit., p. 137. 

23. Morris A. CopELann, Facts and Theory in Economics: The Testament of an 
Institutionalist, ed. by Chandler Morse, Ithaca, New York, 1958, p. 38. 
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contended, relevant economic or social data should be taken sub 
specie naturae humanae. Wesley C. Mitchell, for one, was convinced that 
human nature has remained substantially the same over the mil- 
leniums**, This position, however, was challenged by those who— 
like Clarence E. Ayres—insisted that there was no such thing as the 
original nature of men. “‘ Except for the organic functions which man 
shares with other animals, man is a creature of society. The content 
of human behavior is a cultural content”, 

Even if we disregard those and similar platitudes, neo-institution- 
alistic views on this subject still do not strike us as original. Long ago, 
relativism and scepticism gained a foothold in economics. They in- 
spired the recurrent attacks on the validity of economic laws, which 
reached a climax in the era of historism. Hildebrand spoke of “‘ab- 
stract cosmopolitism’’?*, Knies more contemptuously of “‘ absolutism 
of theory’’?’. Following both writers, any institution or policy that in 
a previous setup hampered the well-being of the human race could 
become a boon to society in the case of a change of material or non- 
material conditions. Economic theory should claim only “relative 
truth”. Therefore the search for immutable natural laws should be 
abandoned. As later the English historical economist William James 
Ashley proclaimed, political economy was not “‘a body of absolute 
true doctrines’’, but ‘“‘a number of more or less valuable theories and 
generalizations”’*®, 

As in similar cases, however, the absence of novelty in the insti- 
tutionalistic approach did not interfere with its wide appeal. Appar- 
ently, economic relativism is endorsed by the great majority of Ameri- 
can economists. Its impact has been enhanced by its affiliation with 


24. Westey C. MircHe.t, “Quantitative Analysis in Economic Theory’’, 
loc. cit., p. 30. 

25. CLARENCE E. Ayres, The Industrial Economy: Its Technological Basis and 
Institutional Destiny, Boston 1952, p. 28. 

26. Bruno HitpEBRAND, Die Nationalékonomie der Gegenwart und Zukunft, 1848; 
republished with other of his articles under the title: Die Nationalékonomie der 
Gegenwart und Zukunft und andere gesammelte Schriften, Jena 1922, pp. 22-23. 

27. Kart Knies, Die politische Okonomie vom Standpunkt der geschichtlichen 
Methode, Braunschweig 1853, p. 19. See also W1LHELM RoscHER, Grundriss zu Vor- 
lesungen iiber die Staatswirtschaft nach geschichtlicher Methode, Gottingen 1843, pp. tv—v. 

28. Wiiu1aM James ASHLEY, An Introduction to Economic History and Theory, 11th 
impression, London 1923, pp. x-x1 (Preface). 
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pragmatic philosophy. Still we should notice that a similar trend pre- 
vails in some countries abroad. We refer to two closely related contri- 
butions; first, to Spiethoff’s concept of the sequence of “economic 
styles’’, each of which requires its own valid system of economics; 
second, to Neumark’s propositions recently advanced in this journal 
that, in order to be “general’’, economic theories should explain 
“normal phenomena” in a “ predominant economy”; and that they 
must be revised pari passu with its structural changes and, of course, 
must be overhauled if a new “predominant economy” should 
emerge”, 


4. Explanatory Hypotheses 


The concessions of the Neo-Classicists vis-a-vis Pragmatism and Re- 
lativism have been matched by concessions of the Neo-Institution- 
alists with regard to the use of generalizations. Although emotional 
pronouncements against abstract reasoning are still widely ac- 
claimed, economic theory was permitted to establish, so to speak, 
several bridgeheads within institutionalistic territory. To elaborate 
on those developments, we must start with some commonplace obser- 
vations. 

No empiricist, of course, can explore a mountain of facts and 
figures without knowing in advance what he is looking for®®. To 
identify his subject, to evaluate its significance, and to make eco- 
nomic behavior plausible, he relies on a conceptual framework. In 
so far, succesful empirical research depends on economic theory; or, 
more specifically, on notions not derived from experience. Following 
Mitchell’s terminology, the economist should embark on “analytic 
description’’*!, Also Mitchell’s successor Arthur F. Burns, though 
using institutionalistic verbiage, stressed the complementarity of 
empirical work and conceptual reasoning: “ Like the formal theorist, 
the realistic investigator must have the ability to formulate economic 
concepts and to think through economic relations precisely”. 


29. Fritz Neumark, “‘Gedanken zur Allgemeinheit der Wirtschaftstheorie’”’, 
Kyklos, Vol. xu, 1959, Fasc. 3, pp. 472-491. 

go. See Joun R. Hicxs and Atspert G. Hart, The Social Framework of the 
American Economy, New York 1945, p.9. 

31. See, for instance, the preface of his book on Business Cycles, Berkeley 1913. 

32. ARTHUR F. Burns in his ‘“‘Report on the National Bureau’s Work (1948)”’, 
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More debatable, however, was another concession of the Neo- 
Institutionalists: their reliance on economic theory in its capacity ofa 
heuristic principle or an “‘as-if proposition”. Occasionally, this con- 
cession has been belittled on the ground that the use of “explanatory 
hypotheses”’ (Mitchell) was a harmless variant of the customary trial 
and error approach of the empiricist. It committed the investigator 
to address questions to his statistical data, with the willingness to 
reformulate them in the light of accumulative evidence. If an ana- 
lytical tool failed to work, it was either modified or replaced. There- 
fore economic research was a continuous “ process of constructing an 
analytical framework, seeking out observations, processing them, 
reshaping the framework, seeking out new observations, and so on*?,”’ 

In any case, this approach was appraised with considerable opti- 
mism. It involved, as Mitchell suggested, “‘a great deal more passing 
back and forth between hypothesis and observation, each modifying 
and enriching the other’’*4 than there was acceptable to neo-classical 
economics. 

Of course, reasoning in this twilight zone of abstraction and ob- 
servation does not guarantee scientific results. Not only may ex- 
planatory hypotheses be false, but their validity may be indeter- 
minate or impossible to determine*®, Often enough, the “world of 
realities”’ differs too much from the premises of the analytical model 
to be used as a test of their truth. 

Notwithstanding those limitations, explanatory hypotheses led to 
remarkable findings. One of them was the acceleration principle of 
John Maurice Clark, stated in 1917 prior to Keynes’ multiplier. This 
original contribution was a model of neo-institutionalistic reasoning. 

Clark proceeded in two distinct steps. First, he derived a hypo- 
thetical law of demand for intermediate products under imaginary 
conditions, namely an industry reduced to a mere machine. Second, 
he tested this hypothetical law by comparing it with railway traffic 


in The Frontiers of Economic Knowledge, Essays by Arthur F. Burns, Princeton 1954, 
p. 50 (National Bureau of Economic Research, No. 57, General Series). 

33. Ibd., p. 50. 

34. See the letter of Mitchell to John Maurice Clark of August 9, 1928, 
reproduced by Lucy Sprague Mitchell, “A Personal Sketch’’, in Wesley Clair 
Mitchell, op. cit., p. 98. 

35. Compare Paut A. SAMUELSON, Foundations, op. cit., p. 4. 
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and purchases of cars of American railroads over a period of 15 years 
(1901-1916). It was questionable, however, whether his railroad 
statistics, covering such a limited period of time, could be used as a 
test for a general trend. Clark’s empirical test was also shaky on some 
other grounds: the behavior of American railroads was no standard 
for the behavior of American industry and still less indicative for the 
behavior of industry in general. Actually Clark conceded those de- 
fects of his performance and acknowledged, moreover, its hidden bias. 
In the frame of his argument—Clark admitted—railroads furnished 
the most favorable case, for instance, because they could not “‘ make 
to stock”’ in slack periods like the manufacturer and were under obli- 
gation to carry whatever traffic offered at the time it was offered. In 
spite of those scruples, however, Clark believed he had found an 
“exact formulation to the relationship, in quantity and in time, be- 
tween demand for products and demand for the means of produc- 
tion’ 36, 

One of the explanatory hypotheses widely used by neo-institutional 
writers was the equation of exchange, stated partly in elementary, 
partly in more sophisticated terms. Nobody could deny—according 
to Mitchell—that the quantity of money affected the price level. De- 
spite some objections, he endorsed the use of the formula on a tenta- 
tive or experimental basis*’. Still more hopefully, Copeland em- 
barked on its verification**. However, in his case too, the empirical 
data could be criticized. They referred to a limitid period of time, 
to a single country, and to an extraordinary economic configuration. 
The experience of the United States during the hectic period from 
1919 through 1927 could be regarded as unique. Possibly the veri- 
fication rested on factors unaccounted for in the formula. 

Characteristically, Neo-Institutionalists have been reluctant to 
acknowledge the service of their theoretical tools. Mitchell himself 
was no exception. Schumpeter’s remark that Mitchell’s great book on 

36. Joun Maurice Crark, “Business Acceleration and the Law of Demand: 
A. Technical Factor in Economic Cyles’’, Journal of Political Economy, Vol. xxv, 
March 1917, pp. 217-235. 

37. Westey C. Mitcuett, Business Cycles: The Problem and Its Setting, New 
York 1927, p.138; Idem, ‘“The Real Issues in the Quantity Theory of Money’’, 


Journal of Political Economy, xu (1904), pp. 403-408. 
38. Morris A. CopreLanp, “The Equation of Exchange: An Empirical 
Analysis (1928) “‘, in Facts and Theory in Economics, op. cit., pp.95-107. 
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Business Cycles (1913), as far as the bare bones of the argument were 
concerned, was an exercice in the dynamic theory of equilibrium 
caused Mitchell a speechless surprise**®. Actually Mitchell’s picture 
of business cycles showed its theoretical undercoat also in other places. 
Therefore a more theoretical mind like Friedman, thought it worth- 
while to restate Mitchell’s business cycle theory in mathematical 
terms*®, 


5. Common Targets 


As a symptom of interpenetration I may mention also some cases in 
which both rival schools aimed at identical targets, though each used 
its own ammunition. Among those targets were oligopoly and mono- 
polistic competition. To the Neo-Institutionalists, Chamberlin’s 
theory signified an admission that institutional aspects of the market 
were unduly neglected by the orthodox school. Copeland praised 
Chamberlin’s work for having opened new vistas for ‘‘the pure, ab- 
stract, or deductive economics”’ and for probing the logical impli- 
cations of alternative assumptions*!. Equally indicative are some 
overlappings of Chamberlin’s theory and Means’ concept of “ad- 
ministered prices”. Means, of course, would deny any duplication. 
Following his argument, “‘administered prices”’ tend towards price 
inflexibility while a rigorous application of Chamberlin’s doctrine 
leads to the expectation of flexible prices*. 


6. Quantification and Correlation 


Finally, I refer to an area in which members of the opposite schools 
pulled so closely together as to form almost a united front. Most post- 
classical theorists take it for granted that the explanation of the magni- 


39. JosepH A. ScHumpPETER, “‘Wesley Clair Mitchell’’, in Ten Great Economists, 
New York 1951, p. 248. 

40. Mitton FriepMAN, ““The Economic Theorist’’, in Wesley Clair Mitchell: 
The Economic Scientist, op. cit., pp. 275-282. 

41. Morris A. Copetanp, “The Theory of Monopolistic Competition’’ (1934) 
and his own supplement entitled: ‘‘Competing Products and Monopolistic Com- 
petition’’ (1940), both reprinted in Facts and Theory in Economics, op. cit.,pp. 247-287. 

42. See GARDINER C. MEaAnsin American Economic Review, Vol. xi1x, No. 2 (May 
1959), p- 451 (Papers and Proceedings). Compare also JoHN M. Brair, “‘Adminis- 
tered Prices: A Phenomenon in Search of a Theory’’, ibid., pp. 431-450. 
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tudes of economic quantities and their correlation are their main task. 
They thus share the preoccupation of Neo-Institutionalists with 
quantification and correlation. 

We should indicate, however, that those tools were not always 
regarded as the magic wand of institutionalistic research. Neither 
Veblen nor Commons derived major conclusions from statistical laws 
or from functional relations. Instead they relied on psychology, an- 
thropology, cultural history, and law. 

Contrary to their forerunners, Neo-Institutionalists lean heavily on 
time series, possibly supplemented by experimentation. Observations 
of specific conditions, as careful as they may be,cannot be generalized. 
Furthermore, empirical findings may suffer from a subjective bent of 
the individual investigator, from his preconceptions and prejudices. 
Finally, quantification is consistent with the neo-institutionalistic 
concept of economics. Since it deals with mass phenomena* and 
since mass phenomena, in their turn, can be counted and expressed 
in figures, economic data must be properly verified by statistics“. 

This approach, of course, does not leave any room for the classical 
generalizations. It abandons as well the search for sole causes. “Time 
series” —even combined with “analytic description’”—are con- 
cerned with probable and approximate relations or with stochastic 
regularities. Therefore economic analysis is essentially a study of cor- 
relations or, to use Frederic C. Mill’s phrase, a measurement of the 
degree of association found in experience between related pheno- 
mena. Broadly speaking, causation is replaced by association and 
correlation®. 

From the same empirical point of view, Neo-Institutionalists 
pursued another perspective: the discovery of “concrete theo- 
ries’’. Obviously, this term fails to meet logical requirements. Since 
abstraction is the heartbeat of all forms of theorizing, “‘concrete 
theory” means a contradictio in adjecto. Yet this possibility fascinated 
quantitative workers looking for a modicum of generalizations. In 
this context, Mitchell commended the “concrete laws of demand” 
for representative crops as derived by Henry L. Moore from statis- 


43. See above p. 312. 

44. Weszey C. MitcHeE Lt, ‘Quantitative Analysis’’, loc. cit., pp. 22-36. 

45. Freperic C. Mitts, ‘On Measurement in Economics”, in The Trend of 
Economics, op. cit., pp. 43, 46. 
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tics**, These laws were epitomized in equations that expressed the 
quantitative relation between the demands for and the prices of re- 
presentative crops. With their help the elasticity of demand for each 
crop could be measured and therefore its price could be predicted#’. 
Mitchell expected that an application of such an econometric ap- 
proach to numerous commodities would eventually yield a superior 
theory of demand‘, 

In this area, interpenetration of the two rival schools reaches its 
climax. Many theorists have subscribed to the need for quantification 
and concretism. They anticipate that by filling the ‘“‘empty boxes of 
abstract theories” with actual statistical data, the objectivity, real- 
ism, and applicability of their science will be maximized*®. 


7. Incongruities and Lacunae 


It remains to be seen whether the concessions made by Neo-Institu- 
tionalists and theorists signify lasting improvements. As in other 
cases, compromises may spell contradictions without settling basic 
issues. Nor may interpenetration lead to an integrated whole. My 
concluding remarks are too brief to provide for a general appraisal. 
I shall touch, however, on some obvious defects of the present mix- 
ture—and reserve the right to elaborate on them for another occasion. 

First, a broad hiatus persists in the methodological field. Notwith- 
standing their empiricistic convictions, Neo-Institutionalists base 
their inquiries on a broad conceptual apparatus, not derived from 
experience. Abstract theorems, furthermore, are permitted to re- 
enter the scene through the back door, primarily in the guise of ex- 
planatory hypotheses. Neo-Institutionalists, furthermore, approve of 
some half-way generalizations such as “concrete theories” of de- 


46. Westey C. MitcuHELt, “‘Quantitative Analysis’, loc. cit., pp. 22-36. 

47. Henry Lupwe.t Moore, Economic Cycles: Their Law and Cause, New York 
1914, pp.62—92 (Chapter 1v: The Law of Demand). See also his earlier book: 
Laws of Wages, An Essay in Statistical Economics (New York 1911) that, in line with 
Pareto’s suggestion to explore empirical laws, derived the shape of the demand 
curve for labor from empirical data on coal mining in France. Compare further 
Moore’s book: Synthetic Economics, New York 1929. 

48. Westey C, MitcHELL, “‘Quantitative Analysis’, loc. cit., p.24. 

49. See Wassity Lerontier, ‘Econometrics’, in A Survey of Contemporary 
Economics, ed. by Howard S. Ellis, Philadelphia 1948, p. 390. 
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mand, whose validity, of course, does not extend beyond the limits 
of observation®®. It is difficult, however, to accept the premise that 
the extensive classical generalizations are fallacious, but that a little 
generalization is valid. 

Second, other incongruities arise from the fundamental concessions 
to pragmatism. If economists are committed to prepare practical 
solutions, they must concentrate on such notions as will “work” in 
the short, intermediate, or long run. More specifically, economic 
theory must supply propositions that will yield sufficiently accurate 
predictions under current conditions®!. Lack of accuracy is condoned 
as a minor evil. 

This pragmatic bent, however, calls for a coordination of eco- 
nomic considerations with social and ethical standards. We refer to 
the views of a staunch advocate of economic pragmatism: Charles H. 
Cooley declared that a social science that was not, in its central prin- 
ciples, an ethical science, was unfaithful to its deepest responsibility®?. 
The indifference of economists towards social and ethical norms can 
hardly be excused on the ground that those norms were data, for 
example, by assuming a general consensus on social and ethical ob- 
jectives. It is still more questionable to rely on a [art pour l'art ap- 
proach following the suggestion that it is “‘a legitimate exercise of 
economic analysis to examine the consequences of various value judg- 
ments, whether or not they are shared by the economist ““5*, Cer- 
tainly, conclusions based on the contradictory definitions of econo- 
mic and total welfare do not breed confidence in a neutral approach. 

A third observation applies to an incongruity more conspicuous in 
current economic research than in principles stated by leading eco- 
nomists. I agree with Schumpeter’s formulation that economics is a 
science and that this science has one important quantitative aspect*. 
But his paper on “Common Sense of Econometrics” implied that 
distinctions of quality should not be neglected on behalf of distinc- 
tions in numbers. 


50. See Henry L. Moore, Laws of Wages, op. cit., p. 22. 

51. Mitton FriepMaAN, Essays in Positive Economics, Chicago 1953, p- 15- 

52. Cuartes Horton Cootey, ‘Political Economy and Social Process’’ 
(1918), in Sociological Theory and Social Research, New York 1930, pp. 257-258. 

53- Paut A. SAMUELSON, Foundations, op. cit., p.220. 

54. JosepH A. ScHuMPETER, ‘““The Common Sense of Econometrics’’ (1933), 
in his Essays, Cambridge (Mass.) 1951, p. 100. 
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We should notice as well that the present mixture does not indi- 
cate major progress in the integration of economics with the other 
social sciences. Many studies, indeed, are concerned with specific 
interrelations of the economic process and its social and political 
framework. While at least some of these inquiries should be highly 
commended, they are generally a far cry from a system of economic 
behavior or a system of “economic sociology” as envisaged by 
Veblen and Max Weber. Neither pretentious book titles nor recur- 
rent exposures of the evils of “‘compartmentalization” are sufficient 
to bridge the existing gap. As a matter of fact, most economists, In- 
stitutionalists as well as theorists, still prefer the cultivation of a 
limited area, not too different from the traditional field of ‘‘ Political 
Economy”’. 

We may finally mention that the growing affinity of the two rival 
schools, though still far from a consolidation, should intensify some 
existing trends. Specialization will probably grow at an unprece- 
dented scale. Although, in contra-distinction to some products of 
postclassical theory, pragmatism may avoid academic “hair split- 
ting”’, it is setting a premium on the splitting of subjects of inquiry. 

Such an outlook dims our hopes for a new and provocative syn- 
thesis. As it seems to me, the era of system building in the United 
States, represented by such illustrious names as John Bates Clark and 
Joseph A. Schumpeter, and by the architects of Institutionalism, 
draws to its close. Mitchell’s prediction of an uninspiring future of 
economics may be vindicated: 

“Knowledge will grow by accretion as it grows in the natural 
sciences, rather than by the excogitation of new systems... It will be 
harder for any one to cover the whole field, perhaps quite impossible. 
From time to time someone will try to give a comprehensive survey 
of the results of quantitative research, but such books will not have 
the prestige won by the treatises by Adam Smith, Ricardo, Mill, and 
Marshall®5”’, 


The American University, Fritz KARL MANN 
Washington, D.C. (USA) 


55. Westey C. MitcHeE Lt, “Quantitative Analysis’’, loc. cit., pp. 28-29. 
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SUMMARY 


Contrary to the predominant view, Institutionalism is more than a closed chapter 
in the history of modern economic thought. Significant elements of this system 
have entered the stream of American economic theory and changed its scope and 
direction. The rapprochment of the Institutionalists and the theorists, however, 
was mutual. We are facing a case of interpenetration. 

Major concessions were made by the neo-classical theorists. Under the impact 
of the “Keynesian revolution”, many of them have embarked on an aggregative 
approach and on short-run analysis and have concentrated their studies on cumu- 
lative change similarly to the principles endorsed by the Neo-Institutionalists. 
The two rival schools have been pulling together even in their philosophical 
beliefs. Both of them are anointed with a large dose of pragmatic oil. Gradually 
the search for permanent natural laws has been abandoned. To a pragmatic 
economist, it is more urgent to look out for theories that can ‘‘work’’, but do not 
need to be absolutely true. The validity of those theories rests on the assumption 
that all relevant economic and social data will remain the same. In this manner, 
economic pragmatism is linked with a “‘relativity concept of truth’’. 

The concessions of the Neo-classicists vis-a-vis pragmatism and relativism have 
been matched by concessions of the Neo-institutionalists with regard to the use of 
generalizations. Notwithstanding their emotional pronouncements against the 
pitfalls of abstract reasoning, they rely on a large framework of abstract notions 
and on Mitchell’s “‘explanatory hypotheses’’. 

Finally, the two rival schools form an almost united front in their advocacy 
of quantification and correlation. While the Neo-institutionalists search for 
*‘concrete theories’, Neo-classicists are preoccupied with the filling of so-called 
“empty boxes”’ of abstract theories. 

As in other cases, compromises may spell contradictions without settling basic 
issues. An evaluation of the general trends dims our hopes for a new and provo- 
cative synthesis. 


ZUSAMMENFASSUNG 


Im Gegensatz zur herrschenden Meinung ist der amerikanische Institutionalismus 
mehr als ein abgeschlossenes Kapitel der volkswirtschaftlichen Dogmengeschichte. 
Wichtige institutionalistische Gedanken sind in den Strom der amerikanischen 
Wirtschaftstheorie gelangt und haben dessen Breite und Lauf wesentlich geandert. 
Immerhin muss das Rapprochement der beiden sich befehdenden Gruppen, der 
Institutionalisten und der Wirtschaftstheoretiker, als ein Prozess wechselseitiger 
Infiltration verstanden werden. 

Hierbei haben auch die Neo-Klassiker wesentliche Zugestandnisse gemacht. 
Unter dem Einfluss der « Keynesian revolution» haben sich viele von ihnen zum 
«aggregative approach» und zur kurzfristigen Analyse bekannt und der Unter- 
suchung kumulativer Prozesse gewidmet, und zwar in ahnlicher Weise, wie dies 
die Neo-Institutionalisten gefordert haben. Sogar im philosophischen Bereich sind 
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sich die beiden Rivalen nahegekommen. Offenbar sind die Vertreter beider 
Schulen mit pragmatischem Ol gesalbt. Darum ist die Suche nach den ewigen 
ékonomischen Naturgesetzen mehr und mehr aufgegeben worden. Dem pragma- 
tischen Denker scheint es dringlicher zu sein, solche Theorien aufzuspiiren, die 
sich bei ihrem Gebrauch als niitzlich erweisen, obwohl sie nicht absolut wahr zu 
sein brauchen. Solche Theorien gelten nur mit dem Vorbehalt, dass alle wichtigen 
volkswirtschaftlichen und gesellschaftlichen Daten unverandert bleiben. Insoweit 
beruht volkswirtschaftlicher Pragmatismus auf einer «Relativitatstheorie der 
Wahrheit». 

Diesen methodischen und erkenntnisphilosophischen Zugestandnissen der 
Theoretiker stehen Zugestandnisse der Institutionalisten in bezug auf Allgemein- 
begriffe und Deduktion gegeniiber. Trotz ihrer haufigen gefiihlsbetonten An- 
klagen des abstrakten Denkens benutzen sie einen umfassenden abstrakten Be- 
griffsapparat und auch die sogenannten «erklarenden Hypothesen» von Mitchell. 

Schliesslich stimmen beide Schulen darin iiberein, dass verlassliche volkswirt- 
schaftliche Untersuchungen auf Quantifizierung und Korrelation fussen miissen. 
Wahrend die Neo-Institutionalisten nach «konkreten Theorien» fahnden, be- 
miihen sich die Neo-Klassiker, die sogenannten «leeren Kasten» der abstrakten 
Theorien mit empirischem Inhalt zu fiillen. 

Unser Uberblick fiihrt endlich zu der Frage, ob die wechselseitigen Zugestand- 
nisse eine wesentliche Verbesserung gebracht oder — wie ahnliche wissenschaft- 
liche Kompromisse — nur die Tiefe der Widerspriiche verdeckt haben. Jedenfalls 
aber diirfte es auf der Grundlage des hier geschilderten mixtum compositum schwerer 
als jemals sein, zu einer neuen Synthese zu gelangen. 


RESUME 


Contrairement a une opinion largement répandue, l’institutionalisme américain 
ne saurait étre considéré uniquement comme un chapitre du passé dans l’histoire 
des dogmes économiques. D’importants éléments institutionalistes se sont mélés 
au mouvement de la théorie économique américaine et en ont sensiblement mo- 
difié le cours. Si l’on parle d’un rapprochement entre institutionalistes d’une part 
et théoriciens de |’autre, il convient cependant de spécifier qu’il s’agit d’un 
rapprochement mutuel, en quelque sorte d’une interpénétration. 

Les théoriciens néo-classiques ont fait, de leur cété, de grandes concessions. Sous 
l’influence de la «Keynesian revolution», nombre d’entre eux ont opté pour 
«l’aggregative approach» et l’analyse 4 court terme et ont concentré leurs efforts 
sur l’étude des processus cumulatifs, en partant de principes similaires 4 ceux que 
défendent les néo-institutionalistes: Les deux adversaires se sont donc rapprochés 
méme sur le plan philosophique. Il semble qu’un pragmatisme assez prononcé se 
manifeste dans les deux camps. Aussi, la recherche des lois naturelles, éternelle- 
ment valables de l’économie a-t-elle été peu 4 peu abandonnée. Pour le pragma- 
tiste, il s’agit avant tout de trouver des théories d’utilité pratique; il n’est pas né- 
cessaire qu’elles traduisent une vérité absolue. De telles théories ne sont valables 
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qu’a condition que toutes les données économiques et sociales de quelque im- 
portance restent inchangées. Le pragmatisme dans |’économie se base donc en 
quelque sorte sur une «théorie de la relativité de la vérité». 

Aux concessions des néo-classiques concernant le pragmatisme et le relativisme 
s’ajoutent celles des néo-institutionalistes dans l’application de méthodes dé- 
ductives. Malgré leurs attaques bien subjectives dirigées contre l’application de 
raisonnements abstraits dont ils soulignent les dangers, les néo-institutionalistes se 
référent eux-mémes a un vaste ensemble de notions abstraites et aux «hypothéses 
explicatives» de Mitchell. 

Relevons enfin, comme dernier point commun, le fait que les deux écoles re- 
connaissent que pour étre dignes de confiance, les recherches économiques doivent 
se baser sur les méthodes de la quantification et de la corrélation. Mais, tandis que 
les néo-institutionalistes sont 4 la recherche de «théories concrétes», les néo- 
classiques s’efforcent de remplir par des procédés purement empiriques les 
«casiers vides» des théories abstraites. 

On doit se demander si les concessions faites de part et d’autre n’ont pas simple- 
ment servi — comme d’autres compromis réalisés sur un plan scientifique — 4 cacher 
l’importance réelle de certaines contradictions au lieu de contribuer 4 un progrés 
véritable. Quoi qu’il en soit, le mixtum compositum tel que le présente cet apergu ne 
semble offrir que de maigres espoirs quant aux possibilités futures d’une synthése 
nouvelle. 
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LA YOUGOSLAVIE ET LE COMMUNISME 


«C’est union des abeilles qui fait le miel», dit un proverbe bos- 
niaque. C’est l’union des Yougoslaves, dirons-nous, qui fait la You- 
goslavie. En effet, on ne voit pas a priori oi se trouve le principe uni- 
taire dans ce pays de dispersion, si ce n’est la volonté méme d’unifi- 
cation. 

La Yougoslavie compte six républiques, trois langues, trois reli- 
gions, deux écritures. Le contraste est saisissant entre les riches 
plaines danubiennes du nord et les arides montagnes du sud, entre 
les luxueux hotels de Belgrade et les auberges primitives des villages, 
entre les dames élégantes des cités et les paysannes aux chaussettes 
tricotées et aux sandales de cuir, entre le virtuose du violon et le 
joueur de guzla... On comprend que, dans ces conditions, une cer- 
taine unification dela pensée apparaisseauxdirigeants comme l’impé- 
ratif de leur politique. Le marxisme, triomphant chez les peuples 
voisins du nord et de l’est, ne pourrait-il former un ciment solide? 

Nous envisagerons successivement les faits et la doctrine en re- 
marquant que le point de départ, au lendemain de la Deuxiéme 
Guerre mondiale, a été le modéle russe. La Yougoslavie a été le pre- 
mier pays satellite 4 dresser un plan quinquennal et a décréter une 
étatisation totale, dés 1946, en commengant par l’industrie, le com- 
merce et la banque. En 1950, il ne reste plus dans le secteur privé que 
les petites exploitations agricoles, les petites entreprises artisanales 
et les services domestiques. Le 26 juin de cette année, le maréchal 
Tito pousse un cri de triomphe: «II n’y a plus chez nous une seule 
entreprise, une seule mine, une seule institution quelconque, un 
sanatorium, un hotel, un commerce qui soit aux mains d’un capita- 
liste privé! » 

Sans doute les esprits chagrins observaient-ils que la balance com- 
merciale, active de 1931 4 1939, s obstinait 4 demeurer passive de- 
puis la Deuxiéme Guerre mondiale, le déficit oscillant de 715 millions 
de dinars en 1947 4 48 milliards en 1958, que la dette publique aug- 
mentait en six ans dans la proportion de 100 4 260 et surtout que 
l’équilibre se rétablissait grace a l’aide des capitaux fournis par des 
pays non-socialistes: Etats-Unis, Royaume-Uni, France, ce qui était 
humiliant. 
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Les dirigeants, acquis au marxisme, se rendaient bien compte 
qu’ils ne pouvaient rien faire sans le concours des capitalistes de 
Poccident, et la physionomie dualiste de économie yougoslave s’est 
affirmée, paradoxale et traditionnelle. Cette région de l’Europe, en 
effet, a toujours été et continue d’étre une marche, jadis entre Rome 
et Byzance, entre les Vénitiens et les Turcs, aujourd’hui entre l’Est 
et Quest, entre un communisme louangé mais inapplicable et un 
capitalisme honni mais nécessaire. 


Le secteur agricole 


Nous suivrons |’évolution des faits depuis la Deuxiéme Guerre mon- 
diale dans l’agriculture, puis dans l’industrie. 

La réforme agraire du 22 aoiit 1945 ouvre la premiére phase de 
histoire contemporaine dans le domaine agricole qui est le plus im- 
portant de tous dans ce pays sous-développé. Elle répond au désir 
d’abolir la grande propriété, d’accentuer le nivellement des condi- 
tions, ou en termes de propagande politique, de mettre fin au féoda- 
lisme. Mais elle ne présente aucune originalité, elle est analogue aux 
nombreuses réformes accomplies dans les pays voisins de l'Europe 
centrale et des bords du Danube depuis la Premiére Guerre mon- 
diale: les églises, les sociétés anonymes, les grands propriétaires 
n’exercant pas la profession agricole sont expropriés, ainsi que les 
ressortissants des minorités allemandes et les collaborateurs, soit au 
total un demi pour cent seulement de la population agricole; la pro- 
priété paysanne est limitée 4 25 hectares de terre arable, celle des 
non paysans & trois hectares, celle des institutions religieuses 4 dix 
hectares (exceptionnellement 30 hectares), les dettes paysannes sont 
annulées, une grande partie des sols ainsi libérés est affectée aux 
paysans sans terres. I] n’y a 1a rien de spécifiquement socialiste, nous 
assistons au contraire 4 une multiplication de propriétés indivi- 
duelles. La Constitution de 1946 précise la signification de la réforme 
en déclarant que la terre appartient a celui qui la travaille, formule 
qui conduit au partagisme. 

A la méme époque est née une des confusions les plus remarquables 
qu’aient enregistrées les observateurs, celle qui a trait aux coopéra- 
tives. Ce terme désigne les institutions les plus diverses, depuis les 
organismes d’achat et de vente en commun jusqu’aux communautés 
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agraires de type communiste. Pour comble de malheur, il est traduit 
par le mot «zadruga», nom qui s’appliquait jadis 4 la forme d’exploi- 
tation patriarcale serbe, analogue au mir russe, citée dans les traités 
et manuels d’économie politique. Aussi, afin de mettre un peu de 
clarté dans ce chaos, les Yougoslaves distinguent-ils différentes caté- 
gories de coopératives: générales, inférieures, supérieures, «de tra- 
vail», etc. 

Dans l’ensemble, la propriété et l’initiative privées subsistent. Les 
pouvoirs publics connaissent |’attachement du paysan 4 la terre, et 
en dépit des éloges prodigués a l’économie soviétique, ils se montrent 
trés prudents. La hardiesse des réformateurs se donne libre cours 
dans le domaine de la terminologie. A partir de cette époque les 
épithétes «social» et «socialiste», non définies, sont employées sans 
discernement: la propriété, la concurrence, les plans, la gestion, les 
activités économiques — tout est qualifié de social ou de socialiste, 
comme si l’apposition de ces étiquettes sur les récipients suffisait 4 
en modifier le contenu. 

La deuxiéme phase, bien différente de la premiére, débute au 
moment de la rupture entre Belgrade et Moscou. Contrairement a ce 
que |’on pourrait croire, la socialisation sous sa forme la plus nette 
prend naissance a l’instant ot la Yougoslavie se sépare de la Russie, 
comme si les dirigeants de Belgrade se livraient 4 une surenchére 
pour affirmer l’authenticité de leur marxisme face 4 l’orthodoxie 
soviétique. Les principales manifestations de cet état d’esprit sont la 
suppression du marché libre des produits agricoles et la création en 
1948 des «communautés de travail» soumises 4 des plans de se- 
mailles, 4 des régles de livraison des produits, 4 des contrdles rigou- 
reux selon les directives du cinquiéme congrés du Parti communiste 
yougoslave et destinées 4 absorber les coopératives générales (de pro- 
duction, d’achat, de vente et de crédit). 

A partir de cette date, de violentes pressions s’exercent sur les agri- 
culteurs pour les inciter 4 entrer dans ces nouvelles institutions. Les 
statistiques attestent le succés de cette campagne: de 1948 4 1951, le 
nombre des communautés de travail passe de 932 4 6888 et celui de 
leurs adhérents de 48000 4 418000. 

Cette collectivisation forcée dans un pays dont les habitants sont 
loin de renoncer a une liberté qu’ils ont héroiquement acquise au 
cours des guerres mondiales a grande chance d’échouer. La sanction 
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de cette imprudence est toujours la méme: une réduction de la pro- 
duction susceptible de déclancher une famine d’autant plus redou- 
table que la population s’accroit de 300000 unités chaque année. 
En 1950, année de sécheresse, la production agricole n’atteint pas 
les trois quarts de la moyenne des années antérieures. 

La présence des quelques exploitations privées qui subsistent rend 
la comparaison douloureuse pour les socialistes entre le rendement 
obtenu sur ces domaines méprisés et celui que les statistiques enre- 
gistrent dans les fermes collectives. La nation, dans son ensemble, 
supporte les conséquences de cette politique; autrefois exportatrice 
de produits agricoles, elle se voit obligée d’importer du blé, du mais, 
du sucre. On comprend que le maréchal Tito lance un cri de détresse 
dans un discours du 27 septembre 1953: « Les coopératives, dit-il, au 
lieu de devenir des usines de produits agricoles, se sont transformées 
en exploitations ot les hommes n’ont pas de godt pour le travail. » 
En bref, les communautés de travail ont tué le travail. La résistance 
passive du paysan triomphe. 

D’ot un nouveau tournant dans la politique économique: la 
troisiéme phase est celle de la décollectivisation. Mais les Yougoslaves, 
pas plus que les Russes en 1921, ne consentent 4 incriminer le 
systéme. Celui-ci est un tabou idéologique. Quand le malade invoque 
lidole et n’est pas guéri, il doit étre puni pour avoir révélé l’impuis- 
sance de lidole. Si application du plan n’aboutit pas au résultat 
souhaité, c’est la faute de homme qui n’a pas su s’adapter au plan. 

En fait, le report du but dans l’avenir est le procédé classique uti- 
lisé par les réformateurs pour maintenir leurs prétentions en dépit des 
échecs. Depuis novembre 1951 les pouvoirs publics sont contraints de 
faire marche arriére. Ils suppriment d’abord les plans de semailles 
et de livraisons obligatoires, ils rétablissent le marché libre des pro- 
duits agricoles, puis en 1953 ils autorisent les paysans a quitter les 
coopératives de travail en reprenant possession de leur terre: c’est la 
ruée vers la liberté. De 1951 4 1953, le nombre de ces groupements 
collectifs tombe de plus de 6800 4 1150 et celui de leurs adhérents 
de 418000 4 moins de 200000. 

Pour masquer sa défaite, le gouvernement accentue en mai 1953 
la limitation de surface des terres paysannes: le cultivateur qui se 
retire de la coopérative n’a droit qu’a dix hectares (quinze dans les 
régions a sol trés pauvre). Il y a la une erreur manifeste, puisqu’il est 
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reconnu que la productivité de l’exploitation parcellaire est trés 
faible, méme lorsque l’instruction professionnelle est bien organisée. 
Du point de vue économique, l’idéologie partagiste ne vaut pas 
mieux que l’idéologie collectiviste. 

Le nombre des coopératives générales, dont on favorise la multi- 
plication, tend lui-méme 4 fléchir: 7257 en 1953, 5197 en 1958. 
Plusieurs de ces organismes adoptent un systéme singulier, effort de 
synthése entre le désir d’appropriation individuelle de ’homme et le 
désir de socialisation du groupe: la terre est prise 4 bail et son pro- 
priétaire paysan est embauché comme salarié pour travailler son 
propre domaine; il peut ainsi étre éduqué techniquement. 

Il y a donc un abime entre l’esprit de la masse paysanne et l’idéo- 
logie des chefs. Voila pourquoi en 1956 le secteur socialisé comprend 
seulement 883 fermes d’Etat, 561 coopératives de travail, volon- 
taires, comportant mise en commun des terres, du bétail, du gros 
outillage, quelques formes dites «économies», constituées surtout 
par d’anciens biens ennemis, au total 9% de Ja superficie cultivable 
et 3% de la population rurale active. 

Le secteur privé est par conséquent le plus important. Mais il est 
alors le moins favorisé: il recoit seulement 13,5°% des tracteurs et, 
par contre, compte 98% des chevaux et plus de 99% des boeufs. Le 
paysan isolé supporte plus de charges fiscales que le membre des 
coopératives, il ne dispose pas des facilités d’investissement dont 
bénéficient ces derniéres, il constitue une petite économie fermée en 
consommant les trois quarts de sa production et en vivant dans la 
crainte perpétuelle d’une socialisation. Si nous ajoutons a ces condi- 
tions peu favorables le fait du parcellement légal du sol qui réduit la 
moyenne de la surface de chaque propriété privée 4 4,6 hectares 
(1957), on comprend que le rendement soit faible et que le maréchal 
Tito donne libre cours a sa colére en parlant du « boycottage du tra- 
vail» par les paysans (discours du 31 mai 1957) et en décrétant le 
labourage obligatoire (loi du 14 mars 1957). 


1. Moyenne 1954/55 en quintaux par hectare en Yougoslavie: blé 10 (France 
23), mais 14 (France 22), pommes de terre 79 (France 159). Indices de la produc- 
tion agricole (1947-1956 = 100) 1947: 93; 1948: 107; 1949:107; 1950: 78; 1951: 
110; 1952: 78; 1953: 1103; 1954: 97; 1955: 120; 1956: 100. M. Milan Pouritch 
nous a fourni plusieurs informations sur cette évolution, nous tenons a |’en remer- 
cier ici. 
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Le secteur socialisé peut jouer un réle éducatif capital en servant 
de point d’appui et de modéle, puisqu’il dispose non seulement de 
Poutillage, mais aussi des techniciens. C’est dans le sens d’une colla- 
boration avec le secteur privé qu’il rendra service 4 |’économie 
nationale. 

Une solution d’ensemble est possible, elle a été indiquée dans une 
résolution de l’ Assemblée populaire fédérale fin 1957: le recours a la 
coopération, dans le sens que nous donnons a ce mot en France en 
agriculture, c’est-a-dire a l’entente des petits propriétaires. Ainsi ne 
modifie-t-on pas le droit de propriété individuel et pourtant permet- 
on aux petites exploitations de bénéficier des avantages inhérents 
aux grands domaines. Nous pouvons apprécier dans plusieurs régions 
de notre pays ce systéme de petite propriété en grande culture. 

C’est grace a cette coopération que le programme de mécanisa- 
tion et d’emploi des engrais pourra étre appliqué a l’ensemble du 
territoire yougosiave. Les prévisions, dans ces conditions, n’appa- 
raissent pas utopiques a la condition que les menaces de socialisation 
soient écartées. En 1961, la production agricole devra avoir augmenté 
d’un tiers par rapport 4 1951-1955, la quantité de mais récolté devra 
avoir presque doublé, celle des betteraves sucriéres presque triplé 
par rapport a 19577. 

L’indice de la production agricole qui oscillait entre 100 et 110 
jusqu’en 1956, avec des pointes passagéres de hausse et de baisse, a 
atteint 145 en 1957 et 128 en 1958. Plus précisément, celui de la pro- 
duction végétale qui était de 95 en 1947 et de 94 en 1956 se chiffrait 
a 146 en 1957 et 120 en 1958, celui de l’élevage respectivement aux 
mémes dates 4 92, 114, 127 et 133. 

Comme on le voit, on ne saurait actuellement parler ni d’abandon 
de la collectivisation, ni d’évolution de la paysannerie vers le collecti- 
visme. On comprend I’embarras des intellectuels lorsqu’ils analysent 
une telle économie. 

Un des maitres du parti au pouvoir, Boris Kipritcu, prétend que 
le paysan yougoslave n’est pas un fermier ou un métayer 4 qui la 
socialisation aurait permis de donner de la terre, il est un petit pro- 


2. Voici quelques chiffres inscrits dans le programme quinquennal agricole, 
respectivement en 1957 et 1961, en milliers de tonnes: pommes de terre 2300 et 
4000; oléagineux 159 et 248; tabac 35 et 45; pommes au couteau 250 et 265; 
raisin 850 et 1000; blé 2300 et 3300; tracteurs 13 800 et 40000. 
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priétaire a qui la socialisation l’aurait fait perdre. Voila donc le socia- 
lisme devenu défenseur de la propriété individuelle! Le désordre des 


esprits est 4 son comble®. 

Un défenseur du systéme yougoslave le considére comme «une 
contribution originale 4 la théorie marxiste des rapports avec la 
. paysannerie»‘, tellement originale en effet qu’elle détruit la théorie 
elle-méme! 


Le secteur industriel 





Les phases que comporte |’évolution de l’industrie ne sont pas iden- 
| tiques a celles dont nous avons fait mention 4 propos de l’agriculture. 
La Russie a servi de modéle au lendemain de la Deuxiéme Guerre 
mondiale: planification générale, fixation par les autorités publiques 
des livraisons de matiéres premiéres, des prix, des volumes et des 
qualités des produits, de la distribution. L’entreprise était une piéce 
de la machine nationale. Les économistes yougoslaves appellent 
administrative cette premiére phase qu’ils devraient nommer com- 
muniste. 

La deuxiéme phase est celle de la décentralisation qui est amorcée 
en 1950 et complétée en 1952 et 1953. L’industrie, encore embryon- 
naire, est entravée dans son développement par un bureaucratisme 
qui est vivement critiqué. Le plan dit social est établi par l’Office 
fédéral de planification; il détermine les grandes lignes de |’écono- 
mie, prévoit une utilisation minimum des forces productives, fixe le 
prélévement de |’Etat dans le revenu national probable. Dans ce 
cadre assez lache, chaque entreprise, généralement fondée par ia 
commune, établit son propre plan et sa politique de vente; elle 
acquiert donc son autonomie et vend sur le marché sa production 
comme elle l’entend. Plus de distribution administrative des pro- 
duits; la liberté contractuelle, le marché libre, la concurrence, l’offre 
et la demande, le mécanisme des prix, tous les éléments du capita- 
lisme reparaissent dans ce domaine. 

La concurrence notamment prend un aspect complexe: elle 
s’exerce entre les entreprises individuelles et celles des secteurs public 
et coopératif. Les dirigeants admettent qu’ils l’ont rétablie pour ré- 


3. Boris Kipritcn, L’édification de l’économie socialiste en Yougoslavie, rapport 
présenté en 1948 au cinquiéme congrés du Parti communiste yougoslave. 
4. Louis Datmas, Le communisme yougoslave, Paris 1950, p. 30. 














334 LOUIS BAUDIN 


duire les coiits et accroitre le rendement, mais ils la baptisent «con- 
currence socialiste». « Une de ses conséquences les plus importantes, 
explique le professeur Bicanic de l’Université de Zagreb, a été une 
diversité accrue des produits remplagant la médiocre uniformité des 
marchandises camelote qui s’étaient développées dans la planifica- 
tion bureaucratique.»> La décentralisation se traduit par une frag- 
mentation et une multiplication des entreprises. 

Toutefois, un certain nombre de taxations de prix, supprimées en 
1952, doivent étre rétablies en 1956; elles concernent des produits 
industriels représentant un peu plus du quart de la valeur totale de 
cette production. 

Cette organisation actuelle de l’entreprise constitue la partie la 
plus originale du systéme yougoslave. 

I] va de soi que l’épargne est faible dans ce pays encore peu déve- 
loppé, aussi le capital fixe provient-il surtout de préts 4 long terme 
accordés par la Banque Nationale 4 un taux d’intérét normal, de 
crédits alloués par Etat et inscrits au budget, enfin de l’auto- 
financement. Le capital circulant est également fourni par la 
Banque Nationale, mais sous la forme de préts 4 court terme. Cet 
organisme de crédit, dont le réle apparait comme fondamental, ne 
cherche pas a réaliser de bénéfices et se présente plut6t comme une 
agence financiére de |’Etat. On cherche aujourd’hui a faire de lui 
une banque centrale en créant des instituts spécialisés. Toutes les 
entreprises doivent avoir un compte chez lui. 

La direction des entreprises est aux mains du personnel suivant 
un principe de «self-government» formulé par la Constitution de 1953 
et appliqué d’abord dans les domaines politique et administratif. La 
Yougoslavie est divisée en communes qui sont des unités géogra- 
phiques et qui s’unissent pour constituer des arrondissements. Le 
nombre moyen des habitants des premiéres dépasse légérement 
5000, celui des habitants des seconds est un peu supérieur 4 165,000. 


5. Le méme auteur raconte, en note, que «la quantité de stocks invendables 
alloués aux magasins par |’Administration durant la période administrative se 
montait 4 des milliards qui finalement durent étre vendus 4 perte aux dépens du 
budget de l’Etat en 1952». Egalement en note, le lecteur trouvera une histoire de 
gateaux, autrefois rationalisés, mais «peu appétissants», aujourd’hui libérés et 
meilleurs (La concurrence socialiste en Yougoslavie, in Economie appliquée, juillet 1956, 
reproduit dans Problémes économiques, 26 mars 1957). 
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Chacune de ces circonscriptions est administrée par un comité popu- 
laire composé de deux chambres: le conseil de commune ou d’arron- 
dissement et le conseil des producteurs. Les membres du comité po- 
pulaire communal sont élus au suffrage direct par les habitants de la 
commune, ceux du comité populaire d’arrondissement sont élus par 
les membres des comités communaux et choisis parmi eux, ceux du 
conseil des producteurs sont élus par les ouvriers, les employés, les 
artisans, les paysans membres des coopératives agricoles (a l’exclu- 
sion des paysans non coopérateurs, des fonctionnaires, et des membres 
des professions libérales) ce qui n’est guére démocratique. 

Chaque année, les ouvriers de l’entreprise élisent un Conseil dont 
les membres ne sont pas rééligibles et qui lui-méme élit un Comité de 
gestion. Le directeur est nommé aprés examen des titres. 

Chaque entreprise forme donc une unité économique autonome 
a base ouvriére. Elle régle elle-méme les problémes concernant le 
travail: recrutement, affectations, heures de travail, congés, disci- 
pline, etc. dans la limite de dispositions législatives analogues 4 celles 
qui existent dans les autres Etats de l’Europe occidentale. 

La procédure est la suivante: un projet est établi par le Comité de 
gestion, les travailleurs disposent de 30 jours pour présenter leurs 
observations, le Conseil ouvrier rédige ensuite le texte définitif. 
Autrefois, celui-ci devait étre approuvé par le Conseil des produc- 
teurs de la commune et le Comité local du syndicat dont nous parle- 
rons ultérieurement. Aujourd’hui, ces organismes n’interviennent 
que pour exercer un contréle. 

Un deuxiéme réglement établi par les ouvriers concerne les ré- 
munérations et les prestations accessoires. La procédure est analogue 
a celle que nous venons de décrire. Les théoriciens du systéme insis- 
tent sur le fait que le revenu auquel chaque ouvrier a droit n’est pas 
un salaire et ils ajoutent que cette rémunération est une partie du 
revenu général de I’entreprise. Disons simplement qu’il est un profit. 
Les économistes yougoslaves n’emploient pas ce mot, ils cherchent 
manifestement 4 l’éviter parce que les socialistes le vitupérent, et 
pourtant ils réédictent les arguments classiques en réhabilitant 
Pintérét personnel et en constatant son accord avec l’intérét col- 
lectif lorsque louvrier accroissant le revenu de son entreprise, 
accroit en méme temps son propre revenu. Toutes ces considérations 
sont exactes, mais nous éloignent du marxisme, malgré les efforts 
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désespérés des auteurs pour évoquer Marx a ce propos®. Cet intéres- 
sant effort de suppression du salariat et de constitution d’associations 
ouvriéres de production rappelle nos tentatives de création de 
coopératives de production en 1848 et sous le second Empire, mais 
on sait que nous avons abouti généralement a des échecs. Les You- 
goslaves semblent avoir mieux réussi, au moins jusqu’a présent. 

Précisons le calcul du revenu: celui-ci, pour chaque entreprise, 
est fixé aprés examen du bilan par le Conseil des producteurs et il est 
réparti en tenant compte d’abord des dispositions légales, qui pré- 
voient le paiement par priorité d’une rémunération minimum et 
affectation d’un certain montant a la réserve. C’est une régle 
qu’aucun prélévement au profit de l’Etat ou des collectivités n’est 
effectué tant que la partie du revenu de I’entreprise excédant le total 
des salaires minima n’atteint pas 20% de ce montant. Au-dela de ce 
pourcentage, des prélévements ont lieu au profit de la «communauté 
sociale». Le partage entre la communauté et l’entreprise est com- 
plexe en raison de l’application d’un principe, d’ailleurs excellent, 
qui entre dans le cadre des «stimulants», en termes d’économistes 
yougoslaves, c’est-a-dire qui est destiné a4 stimuler l’intérét per- 
sonnel: la partie du revenu net? due a des facteurs subjectifs peut 
étre affectée entiérement 4 des majorations de rémunération indi- 
viduelle, 4 des primes; celle qui résulte d’influences générales — 
disons conjoncturelles — doit étre affectée aux fonds sociaux de 
l’entreprise. Cette discrimination est souvent malaisée a faire en 
pratique, mais elle témoigne d’un souci de justice individuelle re- 
marquable dans un Etat qui rejette l’individualisme’. 

Ce schéma se complique lorsqu’intervient l’action syndicale dont 
nous n’avons rien dit encore. Il existe en Yougoslavie, comme en 
Russie, un syndicat unique contrélé par le Parti communiste et qui, 
a l’exemple de son modéle soviétique, a commencé par se préoccuper 


6. Moma Marxovirtcu, La rémunération dans le systéme de l’autogestion. Questions 
actuelles du socialisme, octobre-décembre 1959, p. 83. 

7. Lerevenu net s’entend déduction faite de l’intérét des capitaux investis (sauf 
pour le secteur socialisé agricole qui est exempt), de certains impéts, des fonds de 
services sociaux. 

8. Exemple de difficulté: l’achat de matiére premiére a des prix favorables 
peut étre attribué a l’habileté du service commercial (facteur subjectif) ou aux 
conditions du marché (facteur objectif). (D. Miytc, Le revenu des entreprises et sa 
répartition, Les Annales de l’ Economie Collective, janvier 1959, p. 121). 
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d’accroitre la productivité, de gérer des ceuvres sociales, d’éduquer 
les travailleurs. Ce rdle s’est trouvé étendu depuis la rupture avec les 
Soviets, le syndicat ayant regu le droit de présenter des candidats 
lors des élections des conseils ouvriers. Le parti, par intermédiaire 
du syndicat, gardait ainsi haute main sur l’entreprise, car — pratique- 
ment — les membres de ces conseils lui devaient leur élection. En 
outre, les élus étaient fort inexpérimentés et, dés qu’ils avaient 
acquis quelque expérience, ils rentraient dans le rang puisqu’ils ne 
pouvaient rester plus d’un an en fonctions — régle apparemment 
absurde, mais en fait trés ingénieuse qui rendait l’autorité du conseil 
plus nominale que réelle. Malheureusement pour le parti, devenu 
« Ligue» depuis novembre 1952, les ouvriers se sont rendu compte 
de ce tour de passe-passe et au congrés des délégués des conseils de 
juin 1957 ils ont exigé l’abrogation du principe de la non-réégibilité. 
Le mandat des délégués a été porté 4 deux ans et aucune sanction 
n’a été prévue dans le cas ou il serait renouvelé. 

Profitant de la puissance acquise, les délégués se sont faits les inter- 
prétes de la base, mécontente de voir une partie importante du re- 
venu affectée 4 la rationalisation, aux investissements, aux impots, et 
par conséquent de constater une limitation excessive des possibilités 
de formation des bénéfices. «Suivant une enquéte de la Chambre 
fédérale des industries, pour chaque dinar distribué a ce titre con- 
formément 4 la réglementation en vigueur, les entreprises devaient 
réaliser, en moyenne, 15 4 20 dinars de bénéfice brut®. » 

Les dirigeants communistes ont stigmatisé ce comportement indi- 
vidualiste qu’ils ont qualifié d’égoiste, mais ils ne pouvaient évidem- 
ment condamner le principe de l’auto-gestion ouvriére dont ils 
avaient proclamé les vertus?®. 


g. Premier Congrés National des Conseils Ouvriers Yougoslaves, Informations Sociales 
du BIT, 1& novembre 1957. La part des fonds (de roulement, de réserve, de 
«moyens de base», de consommation en commun) a augmenté beaucoup plus 
que celle des revenus personnels. Cette disparité a-t-elle provoqué le mécontente- 
ment des travailleurs ou au contraire a-t-elle été voulue par eux et est-elle une 
preuve étonnante de leur maturité, comme I|’écrit M® Moma MarkovitcH 
(loc. cit.) ? Nous disons «étonnante» puisque l’imprévoyance ouvriére a été une 
des causes des échecs de nos coopératives de production. 

10. Les délégués ont aussi réclamé «le renforcement du réle des conseils 
ouvriers» dans la fixation de diverses conditions de travail, telles que les horaires, 
les congés, le logement, les cantines, etc. 
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Une lettre du Comité exécutif de la ligue, datée du 6 février 1958, 
énumére les critiques formulées 4 cet égard: 


1° La bureaucratie, florissante pendant la période dite administra- 
tive, n’a pas disparu, elle est simplement devenue locale?!'; 

2° les dirigeants de l’entreprise prennent une mentalité particula- 
riste et chauvine; 

3° linsuffisance de leurs connaissances techniques aboutit parfois a 
une mauvaise utilisation des formes productives?!?; 

4° il existe des abus: attribution de suppléments de salaires a cer- 
tains dirigeants, achat inutile et utilisation personnelle de voi- 
tures, excés des frais de représentation et des dépenses pour festi- 
vités, priorités attribuées 4 quelques privilégiés dans l’attribu- 
tion des appartements, fraudes, malversations, etc. Les journaux, 
notamment Borsa, ont souvent mentionné de tels faits. 


A l actif de ces entreprises, nous inscrirons la recherche de la pro- 
ductivité, poussée 4 tel point que le principe de la rémunération 
minimum est lui-méme critiqué comme non-stimulant et que le 
systéme du travail a la tache est parfois préféré 4 celui du travail au 
temps!*. Nous noterons aussi l’absence de toute tendance au nivelle- 
ment des revenus. L’augmentation de ces derniers reste hiérarchisée : 
en prenant pour base égale a 100 les tarifs de 1958, les indices affé- 
rents 4 1959 atteignent 114,6 pour les ouvriers «hautement quali- 
fiés», 116,9 pour les employés supérieurs 4 formation technique, et 
seulement 107 ou 107,1 pour les ouvriers non qualifiés et les em- 
ployés auxiliaires. Dans la moitié des branches industrielles, l’aug- 
mentation des tarifs des directeurs est supérieure 4 20% 14. 

On a encore reproché a la décentralisation récente d’avoir re- 
laché le contréle central et aggravé les conséquences de l’irrespon- 
sabilité des dirigeants, mais si les ministéres industriels ont été sup- 
primés, des chambres économiques ont été créées pour l’industrie, 

11. Le programme de la Ligue des Communistes de Yougoslavie a indiqué le 
bureaucratisme et |’étatisme comme Il’une des principales sources des mani- 
festations actuelles du «révisionnisme». 

12. La capacité productive des industries nouvelles a été parfois utilisée a 
moins de 60% d’aprés un rapport de Tiro cité par Dusan Sipjawski (Remarques 
sur Véconomie yougoslave, Revue d’ histoire économique, 1959, n° 2). 

13. Moma Markovirtcu, loc. cit. p. go. 

14. Moma Markovirtcu, loc. cit. p.97. 
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Pagriculture, le commerce intérieur, le commerce extérieur, 
Phétellerie, l’artisanat. 

Dans son ensemble, le systéme industriel yougoslave est difficile 4 
apprécier et 4 classer parmi les catégories connues et étudiées dans 
les ouvrages d’économie politique. I] est mixte: il prend la forme 
d’une juxtaposition d’associations ouvriéres de production auto- 
nomes ou peuvent et doivent fleurir l’esprit d’initiative et esprit 
d’épargne, ces deux grands facteurs du progrés économique, et de ce 
chef il s’apparente 4 l’appropriationisme (l’usine aux ouvriers, la 
mine aux mineurs), mais les moyens de production sont socialisés 
et une planification générale souple sert de cadre général. 

Le revenu national est modeste, mais augmente rapidement en 
raison surtout de l’accroissement de la production industrielle. Voici 
les chiffres officiels, en millions de dinars, de 1953 4 195815. 


1953: 1022596 1956: 1444107 
1954: 1162379 1957: 1829418 
1955: 1398254 1958: 1850800 


Le professeur ToporovitcH, éminent économiste et rapporteur 
au deuxiéme plenum du Comité central de la Ligue des commu- 
nistes yougoslaves qui s’est tenu 4 Belgrade en novembre 1959, a dé- 
claré que le plan quinquennal 1957-1961 serait exécuté en quatre 
ans}®, 

L’expérience yougoslave mérite d’étre suivie avec la plus grande 
attention. 


La défaite du matérialisme historique 


Du point de vue doctrinal, le systéme yougoslave est ambigii et dé- 
concertant. Les maitres de l’orthodoxie communiste se sont trouvés 
fort embarrassés. En Russie, l’économiste VARGA parle de «quelque 
chose de nouveau», tandis que BourpDjALov affirme qu’un seul 
chemin conduit au socialisme, celui que MARx et ENGELS ont tracé 
et que LENINE et STALINE ont parcouru; il critique la Yougoslavie 
désireuse d’établir un socialisme «lentement et sans douleur». En 


15. Statisti¢ki godisnjak FNRJ, 1959, p. 100, 240 et 234. Voici les indices du 
coat de vie pour les années 1953-1958 (base 1957) : 84, 82, 92, 98, 100, 103. 

16. Ce plan prévoit notamment la construction d’usines, de logements, de 
routes et d’hétels. 
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Hongrie, Jozser Reval voudrait assurer une domination ouvriére 4 
lexclusion de la paysannerie. En Pologne, BoLesLaw Brerut estime 
qu’il s’agit 14 d’une période d’ajustement. E>bvARD KarDELj, vice- 
président du gouvernement yougoslave, leur répond en accusant 
les Russes de se croire «seuls capables de donner une appréciation 
définitive et sans appel de tous les phénoménes du monde»?’. Quant 
a Bora Jexic, directeur adjoint de l’Office fédéral de planification 
yougoslave, il admet que l’économie de son pays «n’a pas un carac- 
tére parfaitement homogéne, ni au point de vue de la propriété, ni 
méme au point de vue des rapports sociaux»; il semble croire que le 
socialisme ne peut étre instauré qu’a la longue dans les pays sous- 
développés?®. 

Ce qui est clair, c’est que le maréchal Tito se veut communiste et 
qu’il se montre intransigeant a cet égard ainsi que |’atteste son com- 
portement a l’égard de son ami Mitovan Dyjitas coupable d’avoir 
énoncé des opinions hétérodoxes, mais c’est aussi que le systéme n’est 
nullement communiste, qu’il est appropriationiste en matiére indus- 
trielle, partagiste en matiére agricole. Le divorce est complet entre 
Vidée et le fait, entre la doctrine et la pratique. 

Dire qu’il s’agit d’une transition ou d’une étape sur la route du 
socialisme est inexact puisque I’évolution a commencé par l’imposi- 
tion d’un régime socialiste et qu’il serait par conséquent logique de 
penser que cette étape — si l’on admet qu’il en existe une — est située 
sur la voie du libéralisme. 

Pour expliquer ce cas curieux, nous pensons qu’il faut le replacer 
dans l’ensemble de la politique du gouvernement yougoslave. Re- 
connaissons que ce pays est situé géographiquement dans une situa- 
tion trés inconfortable, se trouvant coincé entre la Hongrie, la Rou- 
manie, la Bulgarie et menacé par |’ Albanie, satellite russe turbulent 
accroché a son flanc et revendiquant depuis longtemps le Kosmet 
(région de Kossovo-Metohija). Dans ces conditions, Tito croit habile 
d’adopter une politique «neutraliste» de balancement entre |’Est 
et Quest: il applaudit 4 la fusion syro-égyptienne, flirte avec 


17. De la démocratie populaire en Yougoslavie, Paris 1949, p. 44. 

18. «L’économie collective en Yougoslavie», Les Annales de |’ Economie Collective, 
op. cit. — La plupart des libéraux, au contraire, estiment qu’un certain libéralisme 
ne peut naitre qu’a la longue dans les pays sous-développés dont les habitants n’ont 
pas encore un minimum de personnalité. 
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Nasser, proteste contre l’ingérence américaine en Indonésie, soutient 
par tous les moyens les rebelles algériens, mais en méme temps il de- 
mande et recoit des capitaux venus de l’occident et se félicite de ses 
bonnes relations avec les Etats-Unis, l’Angleterre et la France. Sans 
adhérer au plan Stoica de conférence entre des représentants de la 
Roumanie, de la Bulgarie, de l’Albanie, de la Gréce, de la Turquie 
et de la Yougoslavie en vue de neutraliser l’ensemble de ces terri- 
toires du point de vue atomique, il condamne en juin dernier la cons- 
truction des rampes de lancement pour engins balistiques en Italie 
et en Gréce, sans faire allusion évidemment 4 celles qui existent en 
Russie et probablement en Albanie, mais en méme temps il sollicite 
des crédits 4 long terme en Amérique pour son industrialisation. 

Le divorce se prolonge sur le plan social: les dirigeants et les 
intellectuels maintiennent les principes communistes, sans que nous 
puissions affirmer qu’ils soient eux-mémes toujours trés convaincus 
de leur valeur, mais ils le sont certainement de leur opportunité; la 
masse du peuple aspire a desserrer |’étreinte des réglementations et 
elle y est parvenue, comme nous |’avons vu, dans une large mesure. I] 
en résulte qu’une nouvelle forme de lutte des classes prend naissance 
et que l’on a pu évoquer a propos des dirigeants de certaines entre- 
prises, ayant appartement, voiture et surprofit, la «nouvelle classe» 
dont la dénonciation a fait la réputation et le malheur de Dyas. 


Les dirigeants yougoslaves, en s’obstinant dans leur communisme, 
ont rendu involontairement un service éminent aux adversaires du 
marxisme, car ils ont détruit une des bases de cette doctrine: le 
matérialisme historique. 

La dialectique marxiste interdit 4 Tito de réussir, car cette dissi- 
dence n’est pas conforme 4 la loi de l’histoire. Les dirigeants des pays 
satellites sont des objets pour ceux de la métropole soviétique, ils 
doivent adapter leurs structures économiques et sociales a celles de 
ce modéle. Tito s’est apergu qu’il ne pouvait pas socialiser son pays 
a la maniére russe sans risquer une catastrophe et, sans renoncer au 
but proposé par Marx, il a pris une autre voie. En termes dialec- 
tiques, il s’est laissé aller 4 sa subjectivité. Donc, il doit échouer, il est 
une tare, une faille dans le processus historique. I] ne peut subsister 
qu’a titre temporaire comme un élément négatif destiné 4 s’annuler 
rapidement par absorption dans l’ensemble qu’emporte |’évolution 
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fatale voulue par Vhistoire. L’individu peut se tromper, dévier, 
parce que l’ordre du tout est fait d’une somme d’unités hétérogénes. 
Le marxiste ne nie pas que la subjectivité, le déviationnisme ne 
soient possibles, puisqu’il s’agit d’hommes sujets a l’erreur. En agis- 
sant de la sorte, ces dissidents demeurent dans la ligne du destin. 
Mais, plus ou moins rapidement et d’une maniére inéluctable, ils 
doivent étre résorbés ou éliminés, puisque la marche de histoire se 
poursuit inéxorablement vers la fin idéale: la société communiste 
sans classe. Autrement dit, quiconque reste subjectif est voué a la 
disparition. Et c’est bien ainsi qu’apparaissent un grand nombre 
de sujets des Soviets aux yeux de leurs compatriotes: le malheureux 
qui a admis une déviation se rend compte de sa faute, il se dénonce 
lui-méme, il aide ses propres juges 4 se purger de ses éléments mal- 
sains, il se dédouble, pour ainsi dire, afin de porter contre lui-méme 
l’accusation qui le condamnera, mais en méme temps le libérera en 
rétablissant l’ordre dans sa propre pensée. La est la cause de ces con- 
fessions qui ont surpris les Occidentaux non initiés au marxisme, de 
cet acharnement des prévenus 4 étaler leur indignité et 4 aggraver 
leur cas. Ce sont des étres déja si soumis 4 l’influence de la masse, si 
dépersonnalisés 4 force de propagande et de contrainte, qu’ils ne 
peuvent se satisfaire dans la dissidence, qu’ils se sentent coupables 
et retrouvent l’apaisement dans leur propre condamnation. 

Telle est l’évolution historique: le subjectif doit s’effacer en se 
soumettant ou en disparaissant, en sorte que si le processus apparait 
comme fractionné et imparfait 4 l’analyse, il retrouve dans la durée 
totalité et perfection. 

Or, le drame vient du fait que la Yougoslavie non seulement sub- 
siste, mais prospére: par un comble d’insolence, elle est en meilleure 
situation qu’elle ne l’était au temps ot: elle demeurait dans l’ombre 
des Soviets. Elle devient indéfinissable en termes marxistes. Théo- 
riquement, elle est une impossibilité’*. 

La défaite du matérialisme historique est totale. Déclarer que 
Tito a trahi, c’est aggraver la déroute, puisque c’est admettre qu’un 
individu peut fausser le cours de l’histoire®®. Invoquer le hasard ne 


19. Jean-Paul Sartre a admirablement mis ce fait en lumiére dans la préface 
du livre précité de Louis Dalmas. 

20. Selon la terminologie communiste, c’est reconnaitre l’existence d’un 
déterminisme psycho-sociologique indépendant de la dialectique historique. 
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vaut pas mieux, car ce grand fantaisiste peut, selon le marxiste, re- 
tarder ou accélérer une évolution, mais non en changer le sens. 

Pire encore: non seulement Tito se maintient au pouvoir, s’obstine 
dans sa subjectivité, mais encore il passe a l’attaque en se prétendant 
dans la ligne du communisme et en accusant les Soviets d’étre eux- 
mémes coupables de déviation. II est arrivé que certains observa- 
teurs se sont demandés si la Russie ne se dirigeait pas vers quelque 
forme de titisme, vers ce qu’ils nomment 4 la maniére yougoslave 
une «économie socialiste de marché». 

Nous ne saurions conclure autrement qu’en constatant la coexis- 
tence absurde de deux fatalités distinctes, c’est-a-dire l’effondrement 
du matérialisme historique, base du marxisme, et en méme temps 
la survivance tenace d’un idéal de liberté individuelle, méme chez 
les sujets les moins favorisés de la Yougoslavie. Que ce nouveau 
systéme soit qualifié de socialiste n’est pas chose surprenante: le mot 
socialisme garde du prestige, mais il s’' applique pratiquement a tant 
d’objets différents qu’il a perdu en fait toute signification??. 

Nous n’ignorons pas que l’expérience yougoslave, si concluante 
qu’elle nous semble, ne contribuera nullement 4 modifier opinion 
des communistes: le marxisme est une foi et les faits pas plus que les 
raisonnements ne peuvent altérer une croyance. Mais c’est la masse 
des hésitants, des attentistes, des «marginaux» qui devraient com- 
prendre le sens de cette expérience et se rallier 4 des doctrines plus 
claires. 


Paris Louis BAUDIN 
Membre de I’ Institut 


RESUME 


Au lendemain de la Deuxiéme Guerre mondiale la Yougoslavie a imité la Russie 
et elle a méme aggravé la forme socialiste de son économie lorsqu’elle s’est poli- 
tiquement séparée des Soviets afin d’affirmer |’authenticité de son marxisme. Le 
résultat a été si désastreux que les dirigeants ont modifié leur politique économique 
en revenant a des principes libéraux: décollectivisation en agriculture ow les 
«communautés de travail» sont remplacées par de petites propriétés fonciéres 
individuelles, décentralisation en industrie ou le marché libre, la concurrence, le 


21. Ainsi en est-il en France; voyez notre étude «French Socialism» dans 
l’ouvrage collectif: « On freedom and free enterprise», New York 1956. 








344 LOUIS BAUDIN 


mécanisme des prix ressuscitent. Toutefois dans le premier de ces secteurs se 
développe un mouvement de coopération et dans le deuxiéme s’institue un inté- 
ressant systéme de gestion ouvriére qui prend |’aspect d’une juxtaposition d’asso- 
ciations ouvriéres de production et s’apparente a l’appropriationisme sur la base 
de moyens de production socialisés et dans un cadre général de planification. 

Du point de vue doctrinal, les dirigeants maintiennent les principes commu- 
nistes en dépit de cette évolution et ils créent ainsi un divorce trés net entre l’idée 
et les faits. Ils contribuent méme a détériorer le marxisme puisque leur succés 
apporte la preuve du caractére erroné du materialisme historique. 


ZUSAMMENFASSUNG 


Gleich nach dem Zweiten Weltkrieg folgte Jugoslawien bei der Gestaltung seines 
Wirtschaftslebens nicht nur dem russischen Beispiel, sondern es verscharfte an- 
fangs sogar noch den sozialistischen Charakter seiner Wirtschaftsverfassung, um 
die Echtheit seines Marxismus auch noch in der politischen Trennung von den 
Sowjets zu betonen. Das Ergebnis dieser Politik war ein solcher Fehlschlag, dass 
die Fiihrer des Staates ihre Wirtschaftspolitik anderten und zu liberalen Prin- 
zipien zuriickkehrten. Dies zeigte sich in der Ent-kollektivisierung der Landwirt- 
schaft, wo die «Arbeitsgemeinschaften» durch kleinere Einzelwirtschaften ab- 
gelést werden; es zeigte sich auch in der industriellen Dezentralisation. Die 
Marktwirtschaft, die Konkurrenz und der Preismechanismus lebten auf. Immer- 
hin entwickelte sich in der Landwirtschaft eine kooperative Bewegung und in der 
Industrie ein interessantes System der Betriebsfiihrung durch die Arbeiter. Dieses 
System — bei dem wir nebeneinander eine Reihe von «Arbeiterproduktions- 
genossenschaften » vorfinden — ist im Rahmen einer allgemeinen Planung auf der 
Sozialisierung der Produktionsmittel gegriindet und somit mit dem «Appropria- 
tionismus» verwandt. 

Vom ideologischen Standpunkt aus halten die jugoslawischen Fiihrer jedoch 
trotz dieser Entwicklung an kommunistischen Grundsatzen fest und schaffen so 
ein Auseinanderklaffen von Idee und Tatsachen. In gewissem Sinne tragen sie 
sogar zum Verfall des Marxismus bei; durch ihren Erfolg kénnte sich der histo- 
rische Materialismus als falsch herausstellen. 


SUMMARY 


After World War u, Yougoslavia went even further than Russia in socializing her 
economy. This move was to emphasize the authenticity of this country’s marxism 
even while having separated itself, politically, from the Soviets. The results of this 
policy turned out to be so disastrous that the Yugoslav leaders had to modify their 
economic policy in returning to more liberal principles. This is evidenced by the 
de-collectivization in agriculture where the communes were replaced by in- 
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dividually owned small farms, and also by the decentralization in industry where 
markets, competition and the price mechanism came into play again. In industry, 
an interesting system of co-operative management evolved. This scheme—which 
features a large number of “‘workers’ production associations” —is based on 
nationalization of the means of production within the framework of general 
economic planning. 

On the ideological plane, the Yugoslav leaders still uphold communist prin- 
ciples, even in the face of the above mentioned developments. They thus create a 
distinct gap between ideology and facts. In as far as their success proves the 
erroneous nature of historical materialism, they may even be contributing towards 
a deterioration of Marxism. 











THE LIQUIDITY THEORY OF MONEY 


In this world of change the explanation of facts sometimes lags far 
behind the actual development of facts; some phenomenon has 
changed, but the human mind has failed to respond to such change 
by preparing, in time, an adequate explanation of the new state of 
things, let alone of the change as such and its causes. 

This seems to be the case with the theory of money in this world of 
changing monetary conditions. While the so-called Quantity Theory 
served as a rather adequate explanation of the quantitative relations 
between the circulation of coins and/or bank notes and the price- 
mechanism in the age of metallic currencies, the more recent develop- 
ment of paper money and the increasing réle of other forms of 
payment besides the hard cash has not yet been followed by theo- 
retical concepts able to explain the creation of such money and its 
effects on the economy as a whole. 

“Money in account” or deposit money! is created not by govern- 
ment authority but by the credit process itself; credit appears in the 
wake of general business confidence, profit expectations and hopes, 
while it disappears, on the other hand, by distrust, frustrations and 
disappointments in the business world. “More” or “‘less” credit 
means, therefore, an equal amount of more or less deposit money; 
the power to create such money reflects, in particular, the power to 
grant credits entrusted to the banking system of the modern economy. 

Given this new state of things, any mere quantitative explanation 
of the effects of ““money” upon the economy as a whole, which 
disregards the credit-created “money in account”, appears to be 
inadequate; there is no quantitative measure of the aggregate hopes, 
expectations or frustrations of bankers, debtors, and investors, nor 
can the formal transactions in “money of account”’ reflect their true 
character be it as credits, mere transfers or even repayments of debts 
finishing former credit creations. Such money, in other words, does 
not, as do coins and notes in circulation, reflect someone’s ability to 


1. The german term “‘Buchgeld” or ‘‘Giralgeld”’ has not found, so far, an 
adequate translation in English; payment by check is only part of this wider 
concept, including all forms of cashless transfers of money by banks, Postal money 
order or otherwise. 
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purchase or “purchasing power”, adding up in the whole of the 
economy to something like the aggregate demand. This form of 
money belongs, rather, to an abstract sphere of mere financial 
transactions wide apart from the commodity markets and real 
investments; its relation to the general business situation is more of a 
qualitative than of a quantitative nature. Coins and notes, on the 
other hand, nowadays are used only for a decreasing part of total 
payments, their quantity being a consequence rather than a cause 
of business activity; even in this sector of monetary transactions, the 
quantity theory of money leads us astray as regards the question of 
cause and effect of such activity. True, this deficiency has been seen 
already among the very founders of the Quantity Theory itself; 
Bodin’s? and Davanzati’s* original concept of a proportinal relation 
between the price level and the amount of money in circulation has 
been corrected and modified by John Locke* and Cantillon® intro- 
ducing the problem of hoarding, later developed to the rather dubious 
term of “rapidity” or “‘velocity” of circulation as an independent 
factor rendering the same amount of money more or less “efficient” 
as regards the general price level. While hoards of coins and notes 
were rightly excluded, by this modification of the Quantity Theory, 
from the monetary scene, this explanation did not cover the problem 
of creditcreated “money in account” at all; the turnover velocity of 
bank-accounts, while indicating the financial activity of individual 
owners, does not, in any way, reflect the quantity of the aggregate 
demand on the commodity or investment markets. 

Knut Wicksell*, writing in the last years of the 19th century, 
ridiculed the idea of a “velocity of circulation” by the remark, coins 
and notes, having no legs, were not able to “circulate” by themselves ; 
thereby, finally, human behavior was brought into the picture as 
one independent factor of the monetary equilibrium. The urge for 


2. JEAN Bonin, La réponse de Jean Bodin au M. de Malestroit (Paris 1568), Nouvelle 
édition, Paris 1932. 

3. BERNARDO DAvanzati, Lezione delle monete, in: Sammlung Custodi, Milano 
1804. 

4. JoHN Locke, Some considerations of the consequence of lowering the rate of interest 
and raising the value of the money, 1691. 

5. RicHARD CanTILLon, Essai sur la nature du commerce en général, London 1755, 
german edition, Jena 1931. 

6. Knut WicksELL, Geldzins und Giiterpreise, Jena 1898. 
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quantitative analysis, however, proved stronger than this hopeful 
approach, and the quantity theory of money was modified, in a 
further step of adaptation, to the so-called Income Theory, relating 
not the volume of money, but money incomes to the aggregate 
demand; higher incomes, if used for purchases of all kinds, would 
create a higher aggregate demand, thereby increasing, ceteris paribus, 
i.e. in front of an unchanged quantity of goods, the general price 
level. 

This “Income-Theory” of money, as developed by Aftalion’, 
v. Mises*® and Zwiedineck-Siidenhorst®, was quite useful as regards 
the relations between offer and demand on the one, the price 
mechanism on the other side; but these relations do not any more 
belong to the legitimate realm of the theory of money. Alvin 
H. Hansen” has pointed out, that the effects on the price level, if 
any, are not caused by income, but by expenditure; only such 
part of the income, as is actually used for purchases of all kinds, 
forms part of the aggregate demand in this equation, which is well- 
known in the price theory, but has nothing to do with the theory of 
money at all. The fraction of any newly-created money which will, in 
final analysis, show up in increased incomes, let alone in expenditures 
financed out of such incomes, cannot be forecast except by an exact 
knowledge of the behavior of consumers, savers, and investors; in- 
stead of focussing the attention on such investigations, however, the 
urge for quantitative analysis misled most writers to look further into 
the dubious equations of total volume of money, money volume minus 
idle balances, and turnover velocity, and, on the other hand, the 
“total monetary demand”’, which is nothing else than the “‘general 
demand” of the price theory. 

That it is not the volume of money in circulation, but the use 
made of incomes which affects the markets and, in final analysis, the 
general price level, was proved by the big experiments of inflation 


7. ALBERT AFTALION, Die Einkommenstheorie des Geldes und ihre Bestati- 
gung durch die gegenwartigen Phanomene, in: Die Wirtschaftstheorie der Gegenwart, 
Wien 1932. 

8. Lupwic v. Mises, Theorie des Geldes und der Umlaufmittel, Miinchen 1912. 

g. Orro v. ZwiEDINECK-SUDENHORST, Die Einkommensgestaltung als Geld- 
wertbestimmungsgrund, Schmollers Jahrbuch 1909, p. 160. 

10. Atvin H. Hansen, Monetary Theory and Fiscal Policy, New York 1949. 
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during both World Wars. In 1914-1918, the volume of bank notes 
in Germany was increased more than twentifold, while practically 
no rise of the general level of prices was felt; later on, prices rose 
faster than the further increases of the volume of money, so the 
printers could not keep pace and money was scarce in relation to 
the prices to be paid. Not how much money was in circulation, but 
what people did with the money really mattered ; as long as war bonds 
were bought in the hope of final victory, no reaction on the com- 
modity markets of the increased volume of money could be seen. 

In spite of these experiences, which were repeated, on a smaller 
scale, in World War nin many countries, the concept of the “‘volume 
of money” responsible for the general price level was maintained as 
standard explanation of the money economy; few writers even took 
pains to define their concept of “volume of money”, let alone of 
asking themselves if summing up of all coins, notes, and bank ac- 
counts made sense as an aggregate of homogeneous elements. In 
case of doubt, the magic formula of “‘turnover velocity” lent itself 
to the explanation of any gap in the money-commodities-balance; 
if the general price level had changed, either the volume or the 
velocity of circulation money (including “‘money in account’’) 
seemed to be responsible. This theory culminated in Irving Fisher’s!! 
idea of a money illusion, ridiculing everybody who looked upon 
changes in the general price level as “price” fluctuations instead of 
fluctuations in the value of money; even the “so-called business 
cycles” were, in Fisher’s own words, nothing else than a “dance of the 
dollar’’??. 

In the meantime, the great crisis of the thirties has shown that 
business depressions accompanied (but not caused) by deflationary 
processes really exist ; on the other hand, the réle of money in the ups 
and downs of business remained, for most of the writers, rather 
nebulous. In the United States, the words inflation and deflation 
even became synonyms with boom and depression; in 1951, a 
Department of Commerce report announced that inflation and 
deflation prevailed side by side in the american economy, divided 
between a boom in the armaments field and a slump in the market of 
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consumer durables. European writers, while avoiding such open 
abdication of monetary theory, retreated behind the idea of business 
cycles influenced by autonomous fluctuations of money if not in 
volume, but in “‘velocity of circulation’’, whatever this meant; while 
some lip service was paid to the refusal of the quantity theory of 
money no other explanation of changes in the general level of prices 
was Offered. 

In this state of things, attention may be drawn to a new and better 
explanation which has been developed step by step by some European 
writers and experts in the field of money and banking. Instead of 
“Quantity Theory” I might propose to call it the “Liquidity Theory” 
of money as liquidity is the basic concept linking the general business 
activity with monetary conditions; our term liquidity is, however, 
not restricted to banking institutions, whose liquid assets remain 
strongly connected with their access to central bank money and, 
thereby, again to the so-called “volume of money’. The general 
business activity is, rather, influenced by the general business liqui- 
dity in cash, bank accounts, and credit facilities as well; in Germany, 
Otto Veit!* has proposed a concept of business liquidity including 
even stocks in trade and other business assets easily saleable besides of 
accounts receivable, credits available and other financial assets. This 
widens the liquidity concept from the mere cash and bank account- 
(first-grade-liquidity) to a second and third degree of “‘liquidity”’ ; 
in our money economy, most commodities, claims, and accounts 
receivable can be mobilized and functionalized by financial titles. 
‘Thus a tendency to increasing liquidity is a natural consequence of 
the development of the financial system.” 

Not the “‘supply of money’’, therefore, but the liquidity position 
of business is the main factor of general business activity. According 
to the Radcliffe Report!® it is “‘the whole liquidity position that is 
relevant to spending decisions”. The Radcliffe Committee’s interest 
in the “supply of money”’ is only due to the latters significance in the 
whole liquidity picture : ““These ease with which money can be raised 


13. Orro Veit, Volkswirtschaftliche Theorie der Liquiditat, Frankfurt 1948. 
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depends on the one hand upon the composition of the spenders 
assets and on his borrowing power and, on the other hand, upon the 
methods, moods, and resources of financial institutions.” 

If used in this broad sense, liquidity or “‘the ease with which 
money can be raised’? depends not only on the quantity of liquid 
assets available but on “‘borrowing power”, i.e. profit expectations, 
hopes, and moods as well; the famous remark of the late S. Golden- 
weiser “money is a state of mind” is recalled by the proposition of the 
Radcliffe Report that the liquidity status of the business firm depends 
on “‘the amount of money people think they can get hold of, whether 
by receipts of income (for instance from sales), by disposal of capital 
assets or by borrowing’’?*. 

This individual liquidity position, that is relevant to spending 
decisions, is a predominantly psychological concept; it is one of 
the motivational elements influencing investments, expenditure, 
saving, and credits. J. M. Keynes’ term: “liquidity preference” 
has been developed, by the German economist A. Paulsen?’, to a 
concept of “freedom of economic decision”’; in fact, the “liquidity 
conscious buyer” is prone to react more freely to any offer than his 
less liquidity conscious competitor, to say nothing of the insolvent 
one. 

In general, the ease with which money can be raised influences 
buyer and investor moods in private and public households as well, 
encouraging purchasing and investing which would have been 
avoided or postponed in case of a strained liquidity position. To 
analyze the liquidity concept somewhat more exactly, there may be 
discerned between an “objective liquidity’’, including actual liquid 
assets and credit facilities available, and some sort of “subjective 
liquidity”, depending upon personal preferences or prestige consider- 
ations; if social status or group standards restrict the use of certain 
forms of credit, e.g. drawing or accepting bills in order to raise 
money, such restricted liquidity remains more or less lower than the 
“objective” one. The amount of money people think they can get 
hold of without touching the limits of their personal or group stand- 
ards may contribute, in turn, to a general buying mood, mirroring 


16. — talics mine. 
17. ANDREAS PautsEN, Liquiditat und Risiko in der wirtschaftlichen Entwicklung, 
Frankfurt and Berlin 1953. 
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profit or utility expectations, and spreading by “psychological con- 
tagion”’ to wider circles of business and banking. Bankers, on the other 
hand, may be induced, by such developments, to grant credits more 
freely, in the limits of their own cash liquidity, thereby contributing 
again to an increased “general business liquidity” by creation of 
new “money in account’’. Reciprocally, expectations and liquidity 
considerations act upon each other, increasing or decreasing the 
general business activity and individual buying or saving decisions. 

This psychological nature of the liquidity position of business 
people explains, on the other hand, the impossibility of adding up all 
individual “liquidities” to an aggregate business liquidity in the 
economy as a whole; instead of an ‘‘aggregate” liquidity as a 
quantitative measure, the economy is qualified, at the time being, by 
its actual “‘average”’ liquidity, visible in a trend of rising or declining 
business activity. 

No matter if such a wider concept of liquidity could be adopted 
generally or not, the change from “quantity”’ or “supply of money” 
to “liquidity of business”’ as the main determining factor of the aggre- 
gate demand seems fully justified. Indeed the general business 
activity is influenced by liquidity considerations, not only of the first 
degree but in a wider sense; on the other hand, business activity 
again may be able to create the necessary credits for financing 
investments and other purchases on the commodity markets. If this 
is accepted, liquidity no longer remains a quantitative amount of 
cash or readily cashable assets but a quality of the general business 
situation, allowing its owner, in a certain degree, a larger or more 
restricted freedom of economic decision. The “Liquidity Theory of 
Money’’, then, may help to explain not only the connections bet- 
ween the money flow and the aggregate demand, but between 
“‘money in account” and credits as well, showing this form of money 
to be not a cause but an effect of business activity, expectations, and 
credit. 

The monetary theory, reduced by the quantity theory nearly to 
complete abdication, returns to life by the introduction of Liquidity 
as the “missing link’ between Money and the Aggregate Demand. 
To define the latter by the volume of “‘active”’ money including its 
“velocity of circulation” was nothing but a mere truism; the amount 
of money used to purchase goods and services of all kinds is, naturally, 
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identical with the aggregate demand in terms of money. The liquidity 
approach restores to the monetary theory the dignity of causal 
explanation instead of pure tautology; not to establish quantitative, 
but causal relations is the principal aim of theoretical reasoning. The 
analysis of general business liquidity not only helps to explain the 
functioning of monetary and market relations but, as the Radcliffe 
Report remarks, again “directs attention to the behavior and 
decisions that do directly influence the total level of demand” 
(p- 133). 

A simple test of the explanatory value of the liquidity approach 
can be made in the field of inflation analysis, compared with the 
quantity theory of inflation. While the latter explains the rise of the 
general price level merely in terms of the so-called volume of money, 
modified by the velocity of circulation, the liquidity theory analyzes 
real behavior factors determing the actual decisions of savers and 
buyers; P. L. Reynaud’s theory of psychic “thresholds” has shown, 
how the discovery of a diminishing value of money, lagging far 
behind the increase in the volume of notes issued, is spreading like a 
contagious infection, gaining momentum once the “threshold” is 
crossed until the stability of the currency is completely ruined**. 
This biological analogy helps better to explain the process of in- 
flation than any quantitative comparison between “‘volumes” (of 
money compared with goods and services) ; moreover, it permits to 
look into the actual process of decision making of individuals, 
households, and firms induced by their abnormal liquidity not only 
to buy more goods and services but even to prefer real assets to their 
abundant and overabundant liquid assets threatened by progressive 
depreciation. 

Even in “normal” times, when the “money illusion” is left 
undisturbed by galloping inflation, the liquidity theory of money 
explains better than the quantity theory the connections between the 
financial dispositions of consumers, investors, and savers as well as, 
on the other hand, the corresponding price and market reactions. In 
the early stages of a boom, no conspicuous rise in the general level of 
prices is visible ; in fact, a decline of prices has been observed together 
with an increasing supply of money. On the other hand, increasing 
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1957, No. 6, p. 1032 ff. 
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liquidity can be observed in business circles, strengthening investment 
and expanding the volume of “‘money in account” i. e. enhancing 
the financial activities. The source of such increased liquidity may be 
found, upon further investigation, in improved market conditions, 
higher profit or sales expectations, wether justified or not, and/or in 
mere moods resulting in widespread business optimism; in any case, 
no previous increase or acceleration of the money supply is a neces- 
sary condition of such increased liquidity which, in turn, may result 
in expanding credit lines and intensifying financial transactions in 
“money in account”’. 

Liquidity disappears, on the other hand, by pessimistic business 
expectations e.g. by spreading fears of diminishing profits, labor 
conflicts, or other difficulties; if the wider concept of liquidity 
mentioned above is adopted, any price reductions or the very fear of 
such may diminish the actual “liquidity” of producers, dealers, and 
retailers, let alone their credit facilities affecting, in turn, their scope 
of financial dispositions. Buying orders and investment decisions are 
reduced, restricting in turn the profit expectations of business 
partners, and their “liquidity” ; every action results in corresponding 
reactions, inducing a cumulative process upward or downward. The 
underlying forces of such changes in business activities, expectations, 
and moods, are not to be discussed here, as we are concerned only 
with monetary, not business cycle theory; given the fact of changing 
business conditions, the task of the monetary theory is restricted to an 
analysis of their interdependence with monetary factors, i.e. the 
resulting changes in general business liquidity in the sense described 
above. 

The decisive merit of the liquidity theory of money may be found 
not only in a better explanation and description of interdepending 
business, price and market conditions in a modern money economy 
but in its usefulness for a better understanding of the scope, means 
and limits of monetary policy. As soon as liquidity considerations are 
accepted as primarily influencing business decisions, credit conditions 
and financial dispositions, the working of central bank policy may be 
rendered better observable, and it may actually be improved by a 
better understanding of its functioning and limits. Bank rate changes, 
for instance, long ago have been considered as acting mainly on the 
psychological or motivational factors of business activity; Wesley 
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C. Mitchell!® claimed the psychological effect of bank rate changes 
to have been, in the United States, the only undisputed way of 
influencing the business situation by monetary measures, and Ran- 
dolph Burgess”®, one of the leading economists of the Federal Reserve 
System in its early years, found the psychological effect of the bank 
rate “probably its most important effect at all”. Changes of the bank 
rate act, in any case, by way of “signals” or traffic lights indicating 
the dangers of the way ahead?!; in the liquidity approach, they 
would regain in importance as acting directly on business expec- 
tations, the very foundation of business liquidity in its wider meaning. 

Open market operations, on the other hand, as well as the 
variations of reserve requirements, act primarily upon the first- 
grade liquidity of the banking system, thereby modifying credit 
conditions, one of the elements of the general business liquidity; 
central bank “moral suasion”’, combined, if possible, with announce- 
ments of fiscal policy impending, may prove as one of the most 
powerful instruments of monetary policy if used in the right time and 
measure??, 

Again to quote the Radcliffe Report, it divides between the 
interest incentive effect and the general liquidity effect of Central 
Bank measures. “The contrast, however, is incomplete, for we shall 
argue that movements in the rate of interest have a central part to 
play in bringing about changes in liquidity.” In conclusion, the 
Radcliffe Committee stresses the point that “‘it is the liquidity of the 
economy, rather than the “‘supply of money’’, that the authorities 
should seek to affect by their use of monetary measures’’; while the 
Committee “did not find convincing evidence of the presence, in 
recent years, of the so-called interest incentive effect of the Central 
Bank rate’’, the availability of funds to borrowers is assessed as the 
main factor of purchase and investment decisions, for “if the money 
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for financing the project cannot be got on any tolerable terms at all, 
that is the end of the matter’’*%, 

Monetary policy, as a matter of fact, used to rely much more on 
its impact upon general business liquidity rather than upon interest 
rates or the volume of credit than was generally conceded; the 
Liquidity Theory of Money seems able to explain, in simple terms i 
of cause and effect, that controlling liquidity means controlling ' 
business activity, which in turn controls the “supply of money” i 
including “money in account”’. For the purposes of monetary policy, 
observation of the general liquidity position is fundamental; neither 
the price index nor ex post statistics of the volume of money but the 
trend of profit expectations, investors’ and buyers’ moods and the 
general status of business confidence are the relevant factors to 
watch and to control by monetary policy. In order to provide the 
necessary measures at the right time and in the right degree, close u 
observation of the behavior of the business community is necessary ; if . 
liquidity means individual freedom of economic dispositions, the 
probable trend of such dispositions cannot be predicted except by 4 
behavioral study of the business community. Such studies have been “ 
going on for more than a decade in the United States**, sponsored r 
by the Federal Reserve Board; in Germany, survey research in- 
vestigations of consumers’ and savers’ behavior, credit habits and 
liquidity preferences have been started some years ago by the 
Cologne Center of Empirical Economic Research. More and better 
knowledge of individual behavior, financial dispositions of firms ; 
and patterns of credit and debt are needed in order to understand 
the different standards of liquidity, including the propensity to take 
and grant credit; the method of behavioral research (Verhaltens- 
forschung) seems most promising as a preparatory step for such 
knowledge?®. 

It would require more than the limited space of an article to ana- 
lyze in detail the implications of the liquidity approach for monetary 

23. Op. cit., p. 135. 

24. Eva MuELLerR, Effect of Consumer Attitudes on Purchases, American 
Economic Review, 1947; G. Katona, Analysis of Dissaving, American Economic 
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& Humblot, herausgegeben von G. Schmélders, Bd. 1 ff. (seit 1959). 
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policy; the discussion about the Radcliffe Report is in full swing. In 
the long run, there seems to be some reason to hope for a better 
understanding, timing, and dosing of central bank measures by using 
the liquidity approach instead of the outmoded quantity theory and 
its relicts. 


G. ScCHMOLDERS 


SUMMARY 


The Quantity Theory of Money, originally founded on currencies of more or less 
metallic money, has been reduced ad absurdum in our money economy charac- 
terized by the prevalence of cashless forms of payments. Neither the Quantity 
Theory nor its successor, the so-called “‘ Income Theory” of Money, can explain, 
under modern money and credit conditions, the causal, not merely quantitative, 
relations existing between Money and the volume of business activity, let alone 
its relation to the general price-level. The concept of ‘“‘volume”’ of money and 
credit—which is, in its turn, more a consequence than a cause of a given volume 
of business activity—seems as unsatisfactory an explanation of these relations as the 
“‘income”’ concept, which, as an approach to the price problem, belongs to price, 
not to monetary theory. 

On the other hand, business and financial activity in the private as well in the 
public sector relies, quite obviously, on “‘monetary conditions” generally described 
as Liquidity ; it is proposed to center the monetary explanation of business activities 
in such Liquidity as one of the real factors influencing buying and investment 
decisions. This ‘Liquidity Theory of Money”’ starts from a wider concept of li- 
quidity than the mere cash liquidity of banks; the overall liquidity position, which 
is related to the buying and investment decisions of business people in general, 
includes not only cash and stocks in trade, but also potential credit lines from 
banks and other sources of ‘‘money”’. As such credit potentials depend, on the 
other hand, on profit expectations, business people and banks are influenced, in 
their borrowing and lending decisions, by psychological factors such as confidence, 
moods and other imponderables, as well as by their actual cash reserves; hence 
liquidity in this broader sense seems to become the “‘missing link’’ between the 
Theory of Money and business activity. 

The liquidity approach proves its merits particularly in the field of monetary 
policy. Instead of regulating the “supply of money’’—which tends the largely 
beyond the control of the Central Banks—monetary policy aims at controlling the 
general liquidity position of business as well as of banks; its instruments, scarcely 
able to control any “‘volume of money”’ at all, act directly or indirectly on the 
ilquidity position of business firms in general and of banks in particular, thereby 
influencing quite fundamentally both business expectations and, furthermore, 
decisions. 
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The liquidity approach, by focusing attention more on causal than on mere 
quantitative relations, reverts to the categories of cause and effect, thereby restor- 
ing the dignity of causal explanation to Monetary Theory. 


ZUSAMMENFASSUNG 


Die Quantitatstheorie des Geldes, die in einem Geldwesen mit vorwiegend metal- 
lischem Zahlungsmittelumlauf ihre Berechtigung besass, ist in unserer modernen 
Geldverfassung, die durch das Uberwiegen des bargeldlosen Zahlungsverkehrs 
gekennzeichnet ist, durch die Wirklichkeit ad absurdum gefiihrt worden. Weder 
die Quantitatstheorie noch die aus ihr entwickelte «Einkommenstheorie » des 
Geldes sind in der Lage, in der Geld- und Kreditwirtschaft unserer Zeit eine be- 
friedigende Antwort auf die Frage nach den Beziehungen zwischen dem Geld und 
der wirtschaftlichen Aktivitat der Menschen zu geben. Die Vorstellung von einer 
«wirksamen Geldmenge », die nicht ihrerseits zu einem wesentlichen Teil die 
Folge und nicht die Ursache der wirtschaftlichen Aktivitat ist, erscheint heute 
ebenso unbrauchbar, wie die Erklarung der Einkommenstheorie, dass die als 
Giiternachfrage auftretenden Einkommensteile preiswirksam seien, fiir die Geld- 
theorie als solche ohne Aussage bleibt; diese Erklarung gehért nicht zur Geld-, 
sondern zur Preistheorie. 

In der Realitat beruht das wirtschaftliche Verhalten der privaten und 6ffent- 
lichen Haushalte in der Tat nicht zuletzt aufihren finanziellen Verhaltnissen, ins- 
besondere auf ihrem Liquiditatsstatus; der Vorschlag geht dahin, die geldtheo- 
retische Erklarung statt auf die unbestimmbare «Geldmenge » zweckmassiger- 
weise auf das Liquiditatsphanomen auszurichten, das zu den Kausalfaktoren fiir 
alle Kauf- und Investitionsentscheidungen gehért. Diese « Liquiditatstheorie des 
Geldes » geht allerdings von einem etwas erweiterten Begriff der Liquiditat aus als 
dem herkémmlichen bankwirtschaftlichen Liquiditatsbegriff; die Liquiditat der 
Haushalte und Unternehmen, von der ihre Kauf- und Investitionsentscheidungen 
beeinflusst werden, umfasst neben Bar- und Zentralbankreserven Warenvorrate 
und Kreditméglichkeiten, also alle Arten kurzfristiger «Geld »beschaffung. Da 
diese Méglichkeiten andererseits nicht zuletzt von den Gewinnerwartungen und 
Risikobefiirchtungen der Geschaftswelt und der Banken abhangig sind, kommt es 
fiir alle Kauf- und Investitionsentscheidungen nicht nur auf die Barliquiditat, son- 
dern auf mancherlei psychische und Stimmungsfaktoren an; die Liquiditat in die- 
sem erweiterten Sinne wird damit zum gedanklichen Bindeglied zwischen der 
Geld- und der Konjunkturtheorie. 

Die Liquiditatstheorie des Geldes erweist ihre Brauchbarkeit besonders auf 
dem Gebiet der Geldpolitik. Statt einer «Regulierung der Geldmenge », zu der 
die Zentralbank angesichts der privaten Kreditschépfung ohnehin weiterhin nicht 
mehr fahig ist, erscheint es als Aufgabe der Notenbank, lediglich regulierend auf 
die allgemeine Liquiditat im Wirtschaftsleben einzuwirken; ihre Instrumente, 
die keineswegs ausreichen wiirden, die «Geldmenge » zu regulieren, wirken mittel- 
bar und unmittelbar auf die Liquiditat aller Haushalte und Unternehmen und 
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beeinflussen damit die Gewinnerwartungen, Investitions- und Kaufentscheidun- 
gen grundlegend. 

Die Liquiditatstheorie des Geldes, die die Aufmerksamkeit der Geldtheorie 
wieder mehr auf die Kausalfaktoren des wirtschaftlichen Geschehens statt auf 
blosse Quantitatsrelationen richtet, kénnte dariiber hinaus dazu beitragen, diesem 
Zweig der Wirtschaftstheorie wieder den Rang einer kausalen Deutung der dko- 
nomischen Zusammenhange zu verschaffen, der in der Quantitats- und der Ein- 
kommenstheorie verloren zu gehen droht. 


RESUME 


La théorie quantitative de la monnaie, qui 4 l’origine trouvait sa justification dans 
la circulation de moyens de paiement essentiellement métalliques, a été menée ad 
absurdum dans notre systéme monétaire moderne caractérisé par la prépondérance 
des paiements sans mouvements d’espéces. Ni la théorie quantitative, ni celle qui 
lui a succédé, a savoir la «théorie du revenu » de la monnaie ne sont en mesure 
d’expliquer, dans les conditions actuelles de la monnaie et du crédit, les relations 
causales et non seulement quantitatives existant entre la monnaie et le volume de 
l’activité économique. Le concept du volume de la monnaie et du crédit, qui est 
a son tour davantage une conséquence qu’une cause d’un certain volume donné 
d’activité économique, parait aujourd’hui une explication aussi peu valable de ces 
relations que celle de la théorie du revenu qui, en tant qu’approche du probléme 
des prix, appartient a la théorie des prix et non a la théorie monétaire. 

D’autre part, l’activité commerciale et financiére, dans le secteur privé comme 
dans le secteur public, repose de toute évidence sur les «conditions monétaires », 
plus particuli¢rement sur le statut de liquidité; l’auteur propose de centrer |’expli- 
cation monétaire de l’activité économique non pas sur la quantité monétaire in- 
déterminable, mais de fagon plus judicieuse sur la liquidité, phénoméne considéré 
comme I’un des réels facteurs influengant les décisions d’achat et d’investissement. 
Cette théorie de la liquidité de la monnaie découle toutefois d’un concept plus 
large de la liquidité que celui de la simple liquidité en espéces des banques; la po- 
sition de liquidité globale, qui est en relation avec les décisions d’achats et d’in- 
vestissements du monde des affaires en général, n’englobe pas seulement les dis- 
ponibilités en espéces et les stocks de marchandises du commerce, mais aussi les 
possibilités de crédit des banques et toutes les autres sources de «monnaie ». 
Comme ces possibilités de crédit dépendent d’autre part des bénéfices escomptés, 
le monde des affaires et les banques sont influencés dans leurs décisions d’emprunts 
et de préts par des facteurs psychologiques tels que la «confiance » et autres fac- 
teurs impondérables, ainsi que par |’état de leurs réserves en espéces; par consé- 
quent, la liquidité dans ce sens élargi du terme semble devenir le «chainon man- 
quant » entre la théorie de la monnaie et celle de la conjoncture. 

La théorie de la liquidité de la monnaie prouve ses mérites tout particuliére- 
ment dans le domaine de la politique monétaire. Au lieu d’une réglementation de 
la «masse monétaire » — qui tend 4 échapper dans une large mesure au contréle 
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des banques centrales — la politique monétaire vise 4 contréler la position globale 
de liquidité tant du commerce que des banques; ses instruments qui ne suffiraient 
nullement 4 contréler le volume de la monnaie agissent directement ou indirecte- 
ment sur la position de liquidité des entreprises commerciales en général et des 
banques en particulier, influengant ainsi profondément 4 la fois les bénéfices 
escomptés et les décisions d’achat et d’investissement. 

La théorie de liquidité de la monnaie, en attirant l’attention davantage sur les 
relations de cause a effet que sur les facteurs purement quantitatifs, pourrait au 
surplus contribuer 4 redonner a cette branche de la théorie économique le rang 
d’une interprétation causale des rapports économiques qu’elle risque de perdre 
dans la théorie quantitative et dans celle du revenu. 
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URBANIZATION IN INDIA’ 


Cities have a long history in India. Harappa and Mohenjo-Daro 
flourished before Jerusalem, Athens, and Rome were founded. And 
even the sack and destruction of these cities of the Indus valley did 
not completely destroy urbanism in India, for soon new centers arose 
which form an almost unbroken line of cities throughout the his- 
torical period of India’s past. Banaras was a powerful city in Buddha’s 
time; Pataliputra, some two hundred years later, was the capital of 
Asoka’s realm; there existed important port towns like Tamralipti 
and Broach, and great inland cities like Mathura and Madurai; 
when the Muslims conquered India, Delhi, Agra, and Lahore rose to 
greatness, and in the counterthrusts from the South Vijayanagar and 
Poona gained importance. And finally, when the Europeans arrived 
they found large urban centers like Calicut and founded even larger 
ones in Bombay, Calcutta, and Madras. 

Yet it has been said that India lives in her villages and this is still 
largely true today. At the beginning of this century almost go per 
cent of India’s population was rural and even in 1951 only 17.3 per 
cent lived in cities and towns. But in spite of the not very spectacular 
rise in the proportion of urban population in the last 50 years, its 
absolute size has increased from 26.9 million to 61.9 million, or by 
almost 130 per cent, and, moreover, most of the growth has occurred 
during the two decades since 1931. This means that urban growth 
has been especially rapid in recent years and this, in turn, raises a 
number of problems which it is proposed to discuss in this paper. 
First we will examine differential growth patterns of Indian cities 
by size; next we will consider the components making for urban 
growth, in particular the impact of rural-urban migration; and 
finally we will ask what are some of the socio-structural and socio- 
psychological concomitants of the process of urban growth. 


1. Paper read before the Annual Meeting of the American Sociological 
Association, Chicago, September 3, 1959. 

2. These data, as well as other data presented later in this paper to 
which no specific reference is made have been obtained from Government of 
India, Census of India, 1951, Vol.1, Part u-a, Delhi 1955, Government of India 
Press. 
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I 


Although the urban population of India in 1951 amounted to almost 
62 million persons, urban places with more than 100,000 inhabitants 
(which contained close to 26 million persons, or about 40 per cent of 
the total urban population) deserve primary attention. The Indian 
Census distinguishes between “cities” and “‘towns” and the 100,000 
level is the dividing line between the two. There were 71 cities in 
India in 1951 (77 if the suburbs of Delhi and Calcutta with more than 
100,000 inhabitants are counted separately), and five of them, 
Calcutta, Bombay, Madras, Delhi and Hyderabad, had populations 
of more than one million. By now perhaps three more metropolitan 
areas, Bangalore, Ahmedabad, and Kanpur, have passed the one 
million limit*. The importance of the cities, and especially the few 
largest cities, derives from their being the focal points of power, 
wealth, education, political action and social progress; they are the 
centers of trade, industry and finance; they are the nodes of transport 
and communication networks; they are the places which patronize 
art, set fashion, and diffuse new ideas. 

Among all populated places these cities, as defined by the Census 
of India, have shown the most rapid growth in the last fifty years. 
Their number has tripled since 1go1 and the population has almost 
quadrupled. Most of the growth, moreover, has taken place in the 
last two decades. One of the reasons which have caused this growth 
has been industrialization. Indian industry is concentrated in urban 
areas and, in general, the larger a city the more attractive it has been 
to industry. But industrial growth has not been the only factor, and 
perhaps not even the main factor responsible for urban development 
in India. If we compare the growth rate of predominantly industrial 
cities in India with that of predominantly administrative cities, we 
find that the two are very similar. Such a comparison has been made 
by A. Bose who concludes that in the period 192 1—1951 the population 
of predominantly industrial cities has grown by 146 per cent, whereas 


3. In a recent publication the following figures have been cited for the 
populations of these three metropolitan areas: Bangalore 1,275,000; Ahme- 
dabad 1,075,000; and Kanpur 830,000. See International Urban Research, 
The World’s Metropolitan Areas, Berkeley 1959, University of California Press, 


pp. 47-48. 
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the population of centers specializing in administration and mixed 
services has grown by 145 per cent during the same period‘. 

Moreover, there are very few genuinely industrial cities in India. 
Of course, Jamshedpur and Kolar City, Ahmedabad and Kanpur, 
the former two a steel center and a mining town, the latter two 
major textile and leather products centers, do have the typical 
characteristics of industrial cities, but other so-called industrial 
towns, for example, Salem or Surat, are centers of miscellaneous 
handicrafts industries and artisans workshops and are more similar 
to the pre-industrial cities of the European middle ages than to those 
of the modern West. 

But, in addition, there is another profound difference in the 
process of urbanization in India as compared with that of western 
countries. In the latter there continued to exist, throughout the 
process of urban growth, a fair balance between additions to the 
urban working force from migration and natural increase and 
additions to the capital stock available in these cities for the em- 
ployment of this accretion to the urban labor force. Thus, although 
there were cycles of fuller and less full employment, which fluctuated 
with the general state of business, migrants to the cities and young 
men growing to adolescence tended to become absorbed in the not 
very long run into the productive urban labor force. In India this 
pattern is different. There the growth of persons of working age, 
notably from migration, and—as we shall see—migration of young 
persons, outstrips by far the accumulation of new productive capital 
in the cities so that the growing number of seekers for jobs becomes 
increasingly less able to find adequate employment. Though unem- 
ployment is most widespread among unskilled and other marginal 
workers, a problem perhaps peculiar to India, is the very prominence 
of persistent unemployment among educated and other highly 
skilled urban workers. 


4. AsHisH Bosg, ‘“The Pace of Urbanization in India’’, in Indian Economic 
Association, Papers Read at the 39th Annual Conference of the Indian Economic Associa- 
tion, Cuttack 1956, p.37. 

5. Though the problem of urban unemployment is an extremely vexing one, 
especially for political reasons, there exist very few adequate studies on the com- 
position and social characteristics of the urban unemployed in India. A general 
summary of the situation is contained in the essay by WiLFRED MALENBAUM, 
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II t 
Migration to Indian cities, which has been an important factor in the d 


urbanization process of the country, is not due to the economic 
attractiveness of urban places. It is not the economic or employment Mi 
opportunities in cities which brought and brings people there, but r 
the hopelessness of economic opportunities in the rural districts c 
whence they come. In a few empirical investigations which have been o 
undertaken in India to ascertain the reasons for the cityward t 


migration the largest proportion of respondents (among those who t 
were not refugees from Pakistan) answered that they either came in F 
search of a job or because of the impossibility of making a living in i 
the place they migrated from®. i 


In addition, migration from rural areas to the larger, and es- t 
pecially largest cities proceeds stepwise, that is, a rural emigrant, t 
particularly if he migrates with his family, will often migrate first to Q 
a nearby small town, from there frequently to a larger town, and so n 
on. If he finally does get to Calcutta, Bombay, or Delhi, he may have e 
arrived there by a series of stages, moving to progressively larger v 
urban centers until he finally reaches one of the largest central i 
places. We have very little evidence for this pattern of migration, but r 
the few researchers who have observed families of migrants all along c 
the various stages of their path from the village to the city where they r 
finally settled, report confirmation of this pattern of migration’. In c 
the course of this “‘trek’’ from the village to the metropolis some t 


‘Urban Unemployment in India’’, Pacific Affairs, xxx, No. 2 (June 1957), f 
pp. 138-150. See also Government of India, National Employment Service, Un- S 
employment in Urban Areas, New Delhi 1959, Manager of Publications. r 

6. Among immigrants to Baroda, 60.9 per cent and among immigrants to l 
Poona 70.7 per cent gave such reasons as: no jobs in village; not enough land to t 
cultivate; slack business in native place; and similar explanations for the cause t 


of migration. See H.C. MAtkant, A Socio-Economic Survey of Baroda City, Baroda 
1957, S.M. University of Baroda Press, pp. 31-34; N. V. Sovant, D. P. ApTe and t 
R.G. Penpse, Poona: A Resurvey, Poona 1956, Gokhale Institute of Politics and 
Economics, p. 133. 


7. See M.B. Desumuxu, “Delhi: A Study in Floating Migration’’, in Unesco fe 
Research Centre on the Social Implications of Industrialization in Southern Asia, t 
The Social Implications of Industrialization and Urbanization, Calcutta 1956, Unesco ii 
Research Centre, pp. 143-186. I 
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families remain permanently in small and medium sized towns so 
that urban centers of all sizes tend to grow not only from additions 
due to natural increase, but also from immigration®. 

There is yet another point which must be made about cityward 
migration in India: The majority of migrants to the cities are young 
males in the early working ages. Let us look separately at the sex 
composition and age composition of migrants. The preponderance 
of male cityward migrants in India is a well-known fact. It explains 
the highly unequal sex ratios in Indian cities; and although in the 
total population of India—especially of northern India—there is a 
preponderance of males, such sex ratios as 785 females for 1000 males 
in cities with population over 100,000 or 693 females for 1000 males 
in cities with populations of over a million, which have been found in 
the Census of 1951, are the result of the much larger number of male 
than female cityward migrants. This observation closely agrees with 
one made earlier, i.e., the fact that the primary reason for cityward 
migration is the often unfulfilled expectation of improving one’s 
economic status. Since in India only a very small proportion of 
women is in the working force, especially in the urban working force, 
it is clear that persons who go looking for new or better jobs will be 
men, and normally young and vigorous men. The reasons for female 
cityward migration are chiefly not economic, but spring from family 
relations. Women will move to cities and towns when they ac- 
company their husbands and fathers, or when they migrate there to 
be married to men resident in a city. 

But many men who migrate to a city are unmarried or leave their 
families behind; often married men who come to the city by them- 
selves do not intend to stay permanently, and even those who do 
remain in the city for extended periods of time frequently prefer to 
leave their families in the villages and, depending upon the distance 
between the village whence they came and the city where they reside, 
to visit their homes more or less often. Finally there is some evidence 
that among males of 40 years and over there is a tendency for 


8. This is confirmed by the fact that the rank-size rule has held consistently 
for Indian cities and that the Pareto coefficient has remained remarkably cons- 
tant since 1921. This coefficient, as computed by N. V. Sovantr (“‘Trend of Urban- 
ization in India”’, Indian Economic Association, op. cit., p. 109), was 1.4348 in 
1921; 1.4738 in 1931; 1.4015 in 1941; and 1.4634 in 1951. 
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emigration from the city to exceed immigration to the city. Even in 
cities where immigration of older males exceeds emigration the 
excess is very small®. 

Thus we will not be surprised to find that among male cityward 
migrants who arrive at the largest metropolitan centers, young 
persons predominate by far. It has been calculated that of all males 
migrating to Bombay during the decade 1941-1951, 80.6 per cent 
were between the ages of 15 and 30 years, and the corresponding 
proportions for Calcutta and Madras were 78.9 and 59.2 per cent. 
Although young women in the same age group preponderate among 
migrants to Bombay where among all female immigrants during the 
period 1941-195! 70.6 per cent were between the ages of 15 and 30 
years, this pattern is much less pronounced in Calcutta and Madras. 
There the corresponding proportions for young females are only 
44.8 and 34.5 per cent. It is not clear why these patterns diverge; in 
Madras the share of very young girls (under 15 years of age) is quite 
high, so that here the factor of marriage migration plays an important 
role, since in South India most girls marry before they are 17 years of 
age. The difference between Bombay and Calcutta, as concerns 
immigration of women, may perhaps be explained by the fact that 
Calcutta received a very large number of refugees—that is, cases in 
which an entire family migrated—and that Bombay is sufficiently 
modernized so as to offer a rather larger number of jobs for women 
than most other Indian cities. These surmises appear to be confirmed 
by the ratios of male to female immigration to the three metropolitan 
centers. In Bombay 244 males immigrated for every 100 females, 
whereas in Calcutta and Madras the corresponding figures were 
153 and 10579. n 
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g. Thestatements made in this paragraph are based on estimates of migration } 
to Bombay, Calcutta, and Madras by S.N. AGARWALA, ‘“‘A Method for Estimat- 
ing Decade Internal Migration in Cities from Indian Data’’, Indian Economic 
Review, tv, No.1 (February 1958), pp. 59-76. For example in Bombay there was q 
a net emigration of almost 10,000 persons among males 40 to 50 years of age in P 
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the decade from 1941-1951; in Calcutta only 7.31 per cent of all male immigrants 
arrive at age 40 or over. (See Tables u and tv on pp.71 and 73 of the essay by 
Agarwala.) 

10. All data presented in this paragraph are derived from the paper by 
S.N. AGARWALA, op. cit., pp. 71-74. 





eo 








URBANIZATION IN INDIA 367 


III 


From these bare facts characterizing recent urban growth in India it 
should not be difficult to draw conclusions of the social features of 
Indian cities. The city population shows a high preponderance of 
males, most of them in the younger age groups. Many of these again 
are impecunious villagers who have few, if any, qualifications which 
fit them upon arrival for any but unskilled jobs. The migrants 
typically enter the urban social structure at the very bottom. They 
arrive with hardly anything but the clothes on their backs and even 
if they are fortunate enough to find a job soon after arrival, they 
usually earn just enough to keep body and soul together. 

Here is the principal source for the sprawling slums which are 
found in such abundance in Indian cities and which provide a scale 
of comfort probably below that available anywhere else in India. 
Even in Old Delhi where, because of the closeness of the Central 
Government, strenuous efforts have been undertaken to eliminate, or 
at least minimize the incidence of slums, it has been estimated that 
225,000 persons, or 24 per cent of the population live in slums??. 
Slums arise in two ways: from overcrowding of old-established 
dwellings, and from the setting up of hastily built shelters, often made 
of improvised materials like tin cans, gunny sacks, corrugated 
cardboard and odd sticks and rags. There is no appropriate English 
word for these settlements, which resemble the “‘didonvilles”’ of North 
Africa, and for which the Indians have coined the word basti. Such 
bastis are found usually on vacant lots, they have no drainage and no 
direct access to water. The “‘houses’’, if they may be called that, have 
no access to gas or electricity and no facilities of any kind. Clearly 
these slums are inferior to the typical housing available to all but the 

very poorest villagers. 
“It would be tedious to repeat again the often expounded conse- 
quences of these slum conditions, as well as of the skewed sex ratios 
prevailing in Indian cities. Ill-health, crime, prostitution, illiteracy, 
and other general effects of poverty are some of the most frequently 
observed characteristics of this kind of existence. Rather than 
repeating a description of these features which have so often been 

11. BHARAT SevaK Samaj, Slums of Old Delhi, Delhi 1958, Atma Ram and 
Sons, p. 15. 
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noted, it may be more useful to conclude this essay with brief 
observations on the economic and psychological problems of this 
population group at the lower margin of urban society. 

In no other Indian city can this social stratum be observed as 
clearly as in the largest of them all, Calcutta. The first thing to note is 
the low economic status of these recent migrants. Whereas 56 per cent 
of the earners among the resident population in Calcutta average 
monthly incomes of Rs. 60, eighty-eight percent of the migrants 
average this low income. More than 46 per cent of the recent 
migrants are in unskilled jobs, whereas only 20 per cent of the 
resident population holds such jobs. Though they make up 45 per 
cent of Calcutta’s total population, they hold only 18 per cent of the 
jobs requiring technical or professional skills and thus carrying 
higher salaries or incomes??. 

The housing conditions under which these persons live are 
commensurate with their low economic status. Eighty-three per cent 
of the immigrants who are or live as one-member-households (i.e., 
who are either single, or have left their families behind in a village) 
do not have a room of their own. Many of them live on pavements, 
roofs, or beneath stairs, and only the more prosperous among them 
can afford to share a room in a cheap boarding house with one, or 
often more, persons in similar straits. As Mr. Sen says these people 
who represent the submerged section of the city’s population 
“constitute Calcutta’s lonely crowd—adults who have been deprived 
by the force of circumstances of the joys and comforts of family life. 
Contact with urban ideas and living conditions has corroded the 
values which guided them, when they lived in villages and small 
towns. They suffer from insecurity and are profoundly unhappy”. 

In spite of its economic misery, its unsatisfactory social life and 
its existence which drives it close to anomie, this group is of the utmost 
significiance for the study of the urbanization process in India. For in 
India, as elsewhere, urban growth proceeds primarily by the addition 
of population groups at the lower margin of the social structure and 
these people are in the very process of becoming urbanites. Yet, in 


12. These data, as well as those cited in subsequent paragraphs have been 
obtained from the essay by S. N. Sen, ‘‘Calcutta’s Lonely Crowd’’, The Economic 
Weekly, x1, No.8 (February 21, 1959), pp. 282-284. 

13. Ibid., p. 283. 








Oa lO —— los saxaXKae_ 


— — 


ms 


—_ fe ~*~ fo ed bed ——_—wae xOlCUMfhUC(<i—CrHMfGCFCleF 


— ne sf be 06clCUlUO CMe 


———————————————OOw 





URBANIZATION IN INDIA 369 


India today, they are still a transitional group in terms of culture and 
style of life. In part this intermediate position is maintained by their 
clinging stubbornly to whatever ties they still keep with the village. 
In part it is strengthened by their transplanting the ways of village 
life to the urban environment"*, It is quite clear that this continued 
adherence to the ways of the village retards and sometimes even 
prevents the assimilation of the rural migrant to the social and 
cultural life of the city. It prevents these persons from having a stake 
in the city, though many have lived there for the better part of their 
adult life. But at heart they are not city dwellers, but merely tempo- 
rary residents, they have no permanent roots, and their low economic 
and marginal social position contributes to their lack of discipline 
and moral instability. 

The main problem which Indian urban communities face consists 
therefore in the speedier absorption of these migrants into the full 
stream of genuinely urban existence. Unless and until this can be 
achieved Indian cities will remain half-way houses culturally and 
socially between a genuine city culture and a thinly disguised rural 
culture. The chief element in bringing about a more rapid adoption 
of urban styles of living appears to lie in industrial development and 
here the process of urbanization in India is closely tied to the overall 
process of economic growth of the country. We have seen earlier that 
the growth of Indian cities occurs not primarily as an outflow of 
economic opportunities existing there, but rather as the consequence 
of the hopelessness of economic success in rural and small town 
surroundings. But the improvement of agricultural production is 
likely to release even more persons which will make the capacity to 
absorb productive workers in steady urban employment even more 
imperative. The only remedy for the present socially and culturally 
marginal groups, which crowd so many Indian cities, is a rapid 
process of industrial and allied investment and the overall improve- 
ment of productivity in all branches of the economy. In other words, 
the actual success of the present and future Five Year Plans will lie 
not only in the general improvement of living standards for the 


14. I have commented elsewhere on the fact that one may encounter village- 
like scenes in the very center of even large Indian cities. Cf. Bert F. Hose.itz, 
‘*Urbanization and Town Planning in India’’, Confluence, vu, No.2 (Summer 
1958), esp. p. 121. 
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population at large, but it will be the most suitable means of contri- 
buting to the solution of the major social problems which now beset 


urban centers in India. U 
si 
University of Chicago (USA) Bert F. Hoseitz v 
n 
st 
ji 
SUMMARY b 
This paper examines three aspects of Indian urbanization especially during the d 
last decade: the differential growth pattern of cities of different size and function; k 
the components of urban growth, in particular the impact of rural-urban migra- a 
tion; and some of the most outstanding socio-economic and socio-structural ao 
concomitants of the recent rapid growth of Indian urban centers. In terms of n 
overall population, Indian cities (i.e., places with more than 100,000 inhabitants) - 
have grown more rapidly during the last 50 years than inhabited places of any u 
other size class. In part they grew because industrialization took hold, but all 
cities, even those with primarily administrative functions show almost equal a 
growth rates, which amounted in the 30-year period 1921-1951 to about 145 S 
per cent. Since immigration to Indian cities was faster than capital adequate for ° 
the full employment of the additional working force could be formed, there is - 
sizeable and growing unemployment in Indian cities. fi 
Though urban natural growth rates have been high, large additions to urban * 
populations have come from migration. The bulk of the migrants are young males d 
in the age groups 15 to 30 years. The chief reason for migration is the inability a 
of finding satisfying work or employment in the rural areas. Most migrants who fi 
come to the cities are unskilled, and hence even if they do find employment, often d 
have only lowly paid jobs. The preponderance of males among migrants is Z 
responsible for a sex ratio of 785 females per 1000 males in Indian cities in 1951, st 
and the preponderance of young persons among the migrants is so strong that a 
recent study of migration into the three largest metropolitan areas of India has b 
shown that between 80.6 and 59.2 per cent of the male immigrants were between S 
the ages 15 to 30 years. o 
The result of large immigration of unskilled, often illiterate, persons of working be 
age to Indian cities has had a number of adverse social effects. The appalling slum A 
conditions prevailing to a larger or smaller degree in all cities are mainly due to E 
this. Moreover, the lack of integration into the urban working force at more than d 
sheer subsistence wages makes the new migrants an element of social instability bs 
and demoralization. Recent studies of slum conditions in Delhi and Calcutta pro- 8 
vide some measures for the economic misery, poor housing conditions, and R 
overall feeling of loneliness and anomie which these migrants experience. Their Pp 
rehabilitation is one of the most urgent problems of Indian economic policy and d 
hence the general improvement of levels of living and productivity under the o 
i 


present and future Five Year Plans is seen as the main step which may lead to a 
solution of this serious problem besetting Indian urban communities. 
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ZUSAMMEN FASSUNG 


Urbanisierung in Indien. Der Artikel untersucht drei Aspekte der indischen Urbani- 
sierung speziell im letzten Jahrzehnt: das unterschiedliche Wachstum der Stadte 
von verschiedener Grésse und Funktion ; die Komponenten des Stadtewachstums, 
namentlich den Einfluss der Zuwanderung vom Land, und einige der hervor- 
stechendsten sozial-ékonomischen und sozial-strukturellen Begleitumstande des 
juingsten rapiden Wachstums von stadtischen Zentren. Im Vergleich zur Gesamt- 
beviélkerung sind die Stadte (das heisst Orte mit mehr als 100000 Einwohnern) in 
den letzten 50 Jahren schneller gewachsen als die Orte irgendeiner andern Gréssen- 
klasse. Teilweise ist dies auf die Industrialisierung zuriickzufiihren, doch weisen 
alle Stadte annahernd gleiche Wachstumsraten auf (1921-1951 rund 145%), 
sogar jene mit vorwiegend administrativen Funktionen. Da die Zuwanderung 
nach den Stadten schneller vor sich ging als das fiir die Vollbeschaftigung der 
zusatzlichen Arbeitskrafte erforderliche Kapital gebildet werden konnte, besteht 
in den indischen Stadten betrachtliche und zunehmende Arbeitslosigkeit. 

Obwohl die natiirlichen Wachstumsraten der stadtischen Bevélkerung hoch 
sind, hat doch auch die Zuwanderung stark zur Bevélkerungszunahme in den 
Stadten beigetragen. Die Eingewanderten sind iiberwiegend mannlichen Ge- 
schlechts im Alter von 15 bis 30 Jahren. Der Hauptgrund fiir die Einwanderung 
in die Stadte ist die Unméglichkeit, eine befriedigende Arbeit auf dem Lande zu 
finden. Die meisten Zugewanderten sind Ungelernte und haben deshalb — soweit 
sie iberhaupt Beschaftigung finden — schlecht bezahlte Stellen. Das Ubergewicht 
der Manner unter den Einwanderern kommt darin zum Ausdruck, dass im Jahre 
1951 in den Stadten auf 1000 mannliche Einwohner nur 785 weibliche Einwohner 
fielen, und das Ubergewicht junger Leute unter den Einwanderern ist so stark, 
dass — wie eine kiirzliche Studie zeigt — zwischen 80,6 und 59,2% der mannlichen 
Zuwanderer nach den drei gréssten Stadten Indiens im Alter von 15 bis 30 Jahren 
standen. 

Die starke Zuwanderung nach den Stadten von Ungelernten (oft Analpha- 
beten) im arbeitsfahigen Alter hat eine Reihe von unerfreulichen sozialen Folgen. 
So sind die erschreckenden «Slum»-Verhiltnisse, die in allen Stadten in grésserem 
oder kleinerem Grade vorkommen, hauptsachlich hierauf zuriickzufiihren. Ferner 
wird der Zugewanderte infolge der fehlenden Einordnung in die stadtische 
Arbeiterschaft zu Léhnen, die mehr sind als blosse Existenzminima, zu einem 
Element der sozialen Instabilitat und Demoralisierung. Neuere Studien iiber 
die «Slum»-Verhaltnisse in Delhi und Calcutta liefern Zahlenangaben iiber die 
wirtschaftliche Not, iiber die armseligen Wohnbedingungen und iiber das all- 
gemeine Gefiihl der Einsamkeit, unter welchem diese Einwanderer leiden. Ihre 
Rehabilitierung ist eines der dringendsten Probleme der indischen Wirtschafts- 
politik, und deshalb wird die allgemeine Verbesserung des Lebensniveaus und 
der Produktivitat unter dem gegenwartigen und den kiinftigen Fiinfjahresplanen 
als der wichtigste Schritt angesehen, der zu einer Lésung dieses ernsten Problems 
fiihren kann, das die stadtischen Gemeinwesen bedrangt. 











372 BERT F. HOSELITZ 


RESUME 


Problémes d’urbanisme en Inde. Cet article envisage trois aspects des conditions 
urbaines en Inde, spécialement durant ces dix derniéres années: les différences 
dans le développement des villes de diverses grandeurs et fonctions; les com- 
posantes de la croissance urbaine, notamment I’influence de l’exode rural vers la 
ville; et quelques-uns des faits concomitants socio-économiques et socio-structurels 
les plus saillants de la récente croissance rapide des centres urbains de |’Inde. 
Comparativement a l’ensemble de la population, les villes (c’est-a-dire les agglo- 
mérations de plus de 100000 habitants) se sont accrues durant ces cinquante 
derniéres années plus rapidement que les agglomérations de n’importe quelle autre 
ordre de grandeur. Cela est da partiellement 4 l’industrialisation, mais toutes les 
villes, méme celles qui ont des fonctions essentiellement administratives, montrent 
le méme taux d’accroissement (1921-1951 environ 145%). Etant donné que 
l’immigration dans les villes a été plus rapide, que n’a pu l’étre la formation des 
capitaux nécessaires au plein emploi de la main-d’ceuvre supplémentaire, il existe 
dans les villes indiennes un chémage considérable qui va grandissant. 

Bien que le taux d’accroissement naturel de la population urbaine soit élevé, les 
migrations ont cependant largement contribué a cette augmentation. La majeure 
partie des immigrants sont de jeunes hommes de 15 4 30 ans. La principale raison 
de leur déplacement est l’impossibilité de trouver un travail satisfaisant 4 la cam- 
pagne. La plupart des personnes qui viennent s’établir dans les villes n’ont pas de 
métier et, de ce fait, elles ne trouvent que des places mal rétribuées — 4 condition 
méme qu’elles puissent obtenir un emploi. La prépondérance des hommes parmi 
les immigrants se traduit par le pourcentage de 785 femmes pour 1000 personnes 
du sexe masculin, dans les villes de l’Inde en 1951 et la prédominance des jeunes 
gens parmi les immigrants est si forte qu’une récente enquéte des arrivées dans les 
trois plus grandes villes a montré qu’entre 59,2% et 80,6% des hommes avaient de 
15 a 30 ans. 

Cette forte immigration de personnes en 4ge de travailler, mais sans formation 
professionnelle et souvent analphabétes entraine une série de conséquences so- 
ciales peu réjouissantes. C’est ainsi que les effrayantes conditions des taudis qui 
prévalent dans une plus ou moins forte mesure dans toutes les villes sont dues 
essentiellement a cet état de fait. De plus, comme ils ne peuvent s’intégrer dans la 
main-d’ceuvre urbaine gagnant plus que le simple minimum vital les nouveaux 
arrivants deviennent un élément d’instabilité sociale et de démoralisation. De 
récentes études des conditions des taudis 4 Delhi et Calcutta fournissent certaines 
données sur l’indigence, les conditions misérables de logement et le sentiment géné- 
ralisé de solitude dont souffrent ces immigrants. Leur reclassement est l’un des pro- 
blémes les plus urgents de la politique économique de |’Inde. C’est pourquoi 
l’amélioration générale du niveau de vie et de la productivité sous le régime des 
plans quinquennaux, présent et futur, sont considérées comme la principale étape 
susceptible de conduire a une solution de ce grave probléme qui inquiéte les com- 
munautés urbaines de I’ Inde. 
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SOME REFLECTIONS ON CHANGE 


As one studies the concept of “‘change’’, it becomes very clear that 
it is not directly given to us from nature. It is a concept and a 
construct which we impose upon nature. Whether or not there is a 
corresponding “change” in nature is immaterial. Our primitive 
notion of change is simply that it is the same thing as movement. 
Insofar as we are prepared to make this identification of change with 
movement and of movement with change, we are able to manage 
tolerably well under certain circumstances. Yet, we perceive move- 
ments in which the change is very slight. A mere shift in position 
may be extensive in terms of location, but trivial in terms of structure 
and we might even deny the occurrence of any “real” change. On 
the other hand, a thing may not move at all, but the world around 
it may move or otherwise “change” so drastically that the meaning 
of the given thing, its importance, and its functions may be greatly 
altered. We thus have conditions where there is much movement 
and no change, of much change and no movement. Therefore, the 
simple identification of change with movement is unsatisfactory and 
it must be rejected. 

When the identification of change and movement are denied, 
change is no longer directly revealed to us: it becomes an inferred 
property. Change is no longer real in an empirically intuitable sense. 
It is no longer possible to look at a scene and speak of the changes 
we may observe. We may only describe relative movements. The 
distinction we make has profound psychological and methodological 
significance for us. We are no longer free to speak glibly of the 
“changes” associated with acculturation, growing up, psycho-ther- 
apy, progress, or whatever. We may only speak of relative move- 
ments which can be observed on various levels. Change will be 
meaningful only on a theoretical basis and will not be directly ob- 


‘servable nor will its “effects”. It will be meaningless to assert, for 


example, that social “change” causes (or does not cause) disloca- 
tions in individuals’ value systems. While this may not in fact be 
incorrect, it is in the nature of a conclusion derived not only from 
observation but from the inferences which are fashioned from non- 
empirical theoretical assumptions and which are correlated with 
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these observations. While it may yet be an observable fact that under 
certain circumstances, individuals’ values may fail to yield the satis- 
faction which they yielded under other circumstances, the “changes” 
which are related to this remain subject to speculation. 

Lest it appear that our discussion is semantic and not systematic, 
it is well at this point to explore further our concept of change, and 
especially why it is not an immediately apprehended artifact of 
nature. If, for sake of discussion, we concede to the identification of 
change with movement, very serious intellectual problems arise. If, 
for example, vis-a-vis other things, a given thing is in a state of rest, 
and if for no matter what reason it comes about that it now moves 
vis-a-vis those same things, it would seem natural to suppose that there 
had been a change. Whether the locus of change was in the given thing 
itself, or outside itself we may not be able to determine. Conceivably 
the change has occurred at the end of a sequence of events embracing 
all of the world, or conceivably the change has resulted from the 
tipping of a slight balance in the thing itself or in some one particular 
thing, somehow in contact with the thing under observation. For our 
purposes, it is not important here to inquire what or where or how. 
It is sufficient to observe the “change” from rest to motion. Yet, 
is it change? 

Were we to continue our observation, we might find a regular and 
periodic “‘change’’, from rest to motion, from motion to rest, from 
rest to motion again, etc. Now let us say that we have observed such 
a fluctuation and we feel that we can describe the whole process of 
rest, movement, rest, etc., neatly in some manner, ideally in terms of 
mathematical formulae. Now let us further assume that for whatever 
reason, the alternation from rest to movement, or from movement to 
rest does not occur. In terms of our current observation, there has 
been no change. Yet, in terms of the sequence which we have identi- 
fied, there is a significant change. 

Change can therefore reflect states on multiple levels whereby on 
one level it is not apparent, whereas upon another level it is very 
dramatic. 

Consider another case. Let us assume that there is an identifiable 
movement observed in a given empirical object. The object is mov- 
ing regularly and steadily in some identifiable manner, linear, circu- 
lar, or whatever. There is no “change” in the object; vis-a-vis its 
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position there is change; vis-a-vis the movements it makes, there is no 
change. Yet, changes perhaps can be induced to enable the object to 
increase its speed at a steady rate of increase so that it accelerates. 
Thus, there is change in the form of movement of the object. Yet, if 
we observe the acceleration rate of the object, this too may become 
“‘fixed’’. Obviously, however, it is also possible that it may not be 
fixed, but that it too is “changing”. This concept of different orders 
of difference is very old in mathematics, but has not as yet made 
much progress in the behavioral sciences. One may suppose that 
many of the profound but not obvious changes which may be ob- 
served in individuals or in cultures may pass unnoticed, whereas much 
attention may be given to the entirely trivial, even static aspects of 
the society or individual personality. 

One might suppose therefore that the conceptual models of the 
behavioral scientists should be much simpler, much closer to the em- 
pirical ‘facts’, and much more naive in terms of the intellectual 
refinements which are involved. 

It should be noted that we neither assert nor deny change as such, 
but we assert that it must be specified what level of abstraction is in- 
volved when we speak of it and we must then examine the impli- 
cations of the concept accordingly. All studies purporting to de- 
scribe either states of change or of no-change which do not so specify 
the level being described so that all other levels are either excluded 
or are specifically included within the conceptual model of the scien- 
tist, are to be dismissed as naive or actually as misleading. 

From this it is apparent, for example, that it is ridiculous to talk 
of whether there is change in the cultures of the Muslim Middle East 
due to the impact of Westernization upon them or whether a patient 
has changed under psychotherapy. Obviously, there must have been 
some change on some level if we look upon the world as dynamic in 
any meaningful sense. But unless we specify the area of change, which 
ipso facto requires that we also specify the area of no-change, we have 
no conceptual justification for any conclusions whatsover!. What is 
important to us is the profundity of the change, the extent to which 
we are now able to do some particular things which we could not do 
before. It is completely idle to attempt to prove or to demonstrate 


1. Some cases of the use of concepts of “‘change”’ in contemporary writings 
are examined in the Appendix (pp. 378ff.). 
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either that there has been change in the abstract or no change 
whatsoever. Yet, it is not at present possible even to phrase our 
question intelligently because we are lacking models against which 
we may project our concepts appropriately. We may guess, but more 
often than not such guesses are inadequate. 

It is necessary to have before us not only data describing the 
society or personality in its present state, but dynamic information 
showing us the lines of development. Moreover, we must be prepared 
to describe movement in abstract as well as concrete matters. Fur- 
thermore, it is necessary to consider the differential qualities in the 
Westernization or psychotherapy we are discussing. These qualities 
include an amazingly complex array of orders of abstraction and we 
must even take into account the acceleration factors depending upon 
the reactions of the different units of our investigation to the different 
kinds of impact upon them, the impact of the study of the impact 
upon the impact, the ultimate number of levels of possible change 
thereby becoming without apparent limit or objective meaning. 
The solution to the problem obviously depends upon sophisticated 
conceptual models beyond our present imagination. 

Returning to the concept of change, we may now observe that it 
is a more difficult idea to grasp than seemed at first. As long as we 
are working with relatively simple situations, as in mathematics, the 
problem of ordering the levels at which change might occur is not 
difficult. It becomes more difficult when more complex material is 
studied. 

We must conclude that we do not have any empirical yardstick 
whereby we can measure change either in absolute or relative terms 
and that we cannot have such a yardstick. In fact, change appears not 
even to be a useful concept in abstract isolation at all. In the abstract, 
it is only useful within a logical system which cannot be verified 
empirically albeit that it may be useful empirically. In the world of 
objects, movement is a much better word than change. In talking of 
rates of movement, speed does as well as the physicists have noted, 
and in talking of rates of increase or decrease, acceleration and de- 
celeration are more effective. All of these concepts are relatively 
easily apprehended and defined mathematically. What is suggested 
is that even, and especially in the behavioral sciences, the appli- 
cation of the simple mathematical concepts of movement, speed, rate 
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of acceleration or deceleration, etc., all will be more useful at this 
time than any consideration at all of “change”. The behavioral 
scientist therefore would do well at this time to do some house- 
cleaning and to throw out those concepts, like “‘change”’ which are 
misleading given our primitive information, and to substitute for 
them those concepts which can be demonstrated through observation 
and measurement. It is not that movement is any more “true” in an 
abstract sense than “change”’, but that it is easier to see and a more 
manageable term. At such time as it is possible to develop mathe- 
matical equations involving demonstrable concepts in the behav- 
ioral sciences, it may again be pertinent to review the discarded con- 
cepts. Without this simple mathematics, a complex mathematics in 
the behavioral sciences is impossible. We should note that it is con- 
ceptually impossible, not necessarily “‘ untrue” in any absolute sense. 
To the extent that description is possible in any manner and consist- 
ent observations may be made, a mathematical statement of the 
relations involved is possible (in fact, the one is the definition of the 
other). This mathematical statement may be developed usefully we 
feel, but only if those words and concepts which have both empirical 
and abstract theoretical implications are treated separately in their 
two areas. This is not the same thing as correcting semantic errors: 
We assert that the semantic significance of an empirical concept is 
quite different from the semantic (i.e., logical) significance of the 
theoretical construct and that it is necessary to sort them before they 
can be corrected. Those concepts, like “‘change”’, which are half in 
oneworld and halfin another probably cannot besorted and corrected 
and should therefore be discarded, until and unless they can be used 
unambiguously in one area or the other, but not both. 


Jefferson Medical College, CarTER ZELEZNIK 
Philadelphia, Pennsylvania (USA) 
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APPENDIX A: 


An examination of the use of concepts of “change” 
in various contemporary scholarly writings 


I 


MarcGaret MeEap, in her article, ‘‘Social Change and Cultural Surrogates”’ (in 
Personality in Nature, Society and Culture, Ed. Kluckhohn & Murray, 1953, Knopf, 
N.Y.), states, ‘A change in culture ought, if our theory is correct, to produce a 
change in the modal personalities of the group. The reverse is also true, of course”’. 

The mere fact that there is discrimination, selection, and order in responding 
to stimuli implies that there is meaning to some concept of personality, or modal 
personality, as an integrating stuff, a stuff which does not ‘‘change”’ (except accor- 
ding to its own laws) under the impact of outside stimuli, cultural or otherwise. 
Thus, unless culture and modal personality are identical (in which case it is 
simply tautological to say that a change in one produces a change in the other 
because a change in one is a change in the other, and in fact, by definition, it is 
only a change in itself), there is no way of knowing by simp!e observation whether 
a change in the modal personality is cause, or result—or has even taken place, 
nor can we even specify that there has been a cultural change. It may be argued 
that the modal personality determines the form in which a cultural artifact will 
develop. This argument would be enhanced by projective psychological testing 
which permits a certain degree of prediction as to how an individual will interpret 
a new stimulus. It is thus not the artifact which necessarily ‘“‘changes’’ anything 
of significance in the modal personality, but the functions to be assigned by the 
modal personality to the artifact which depend upon the personality. Ifintroducing 
a new artifact produced “‘corresponding”’ ‘‘changes’’ in the personality, would it 
in fact be meaningful to speak of a “‘personality’’ as something which could give 
coherence and integrity to an individual or a group of individuals in their be- 
havior? Would it not be a plastic, unstructured conglomeration of unspecified, 
unorganized, nearly random responses to stimuli indiscriminantly selected? Con- 
cepts of change thus do not necessarily provide us with any intellectual under- 
standing in this case as to why or how a society develops or does not develop. In 
fact, it would even appear that the essential stability of the modal personality 
demands that the cultural artifact be modified before it can be accepted, although 
we recognize that this appearance is no more meaningful than the appearance of 
change which we reject. 

II 


WALTER Coutu, Emergent Human Nature, Knopf, New York, 1949, p. 477. “Change 
is a continuous variable, always occurring in greater or lesser degree and at greater 
or lesser rates. Since a person can never separate himself from a situation at any 
moment of his life, he is himself such a changing component, or system of com- 
ponents, even though in some instances neither the amount nor the rate of change 
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is either perceptible or significant. The personality ... must be regarded as constant- 
ly undergoing change from birth to death, sometimes changing much, sometimes 
imperceptibly, sometimes rapidly, sometimes slowly, in widely differing amounts 
and rates.” 

The existence of conveniently undefined symbols like ‘‘change”’ permits us to 
project all of the vague concepts which we cannot account for in any other way. 
Thus with change, it may be fast or slow, much or little, good or bad, etc. It is 
even a constant variable if one studies its use carefully enough. Yet, how do we 
know all of these wonderful properties which we allege to be inherent in something 
like change? If something is imperceptible (as change may be), how do we know 
it is there? How can we measure it to know if it is much or little? One wonders 
whether it is really change being discussed as an abstract or merely a discussion of 
relative movements which might be described through some better devices which 
do not have such implications. 


III 


Ernest R. Hitcarp, Theories of Learning, Appleton-Century-Crofts, Inc., N.y. 
1948, p.4. “It is, in fact, extremely difficult to write an entirely satisfactory 
definition (of learning)... To describe it as mere change with practice is to con- 
fuse learning with growth, fatigue, and other such change. The following defi- 
nition may be offered provisionally: Learning is the process by which an activity 
originates or is changed through learning procedures... as distinguished from 
changes by factors not attributable to training. The definition is unsatisfactorily 
evasive, and partly tautological, in leaving training procedures undefined.” 

There is a close correspondence which is sensed by various individuals between 
change and learning, learning and education, education and psycho-therapy, 
psycho-therapy and culture change. Each one seems to be the other one in a 
special context. What is said therefore about one may apply to the others as well. 
The definition above definitely implies that whatever learning is, there is a 
certain fixity to it. It may be acted upon through the learning procedures, what- 
ever they are, but the ability to react (i.e., to be changed through learning) is 
a stuff which is somehow fixed, whether in the individual or generally. One 
cannot, following this reasoning, learn how to learn. One cannot be changed in 
the way in which one is changed through training procedures. (This of course 
leaves open the question of whether change in “‘changes by factors not attributable 
to training’? can be brought about.) Conversely also, the problem remains 
whether learning without changes is possible. Does it in fact help matters to 
identify change with anything taking place in the learning situation? Is this an 
unnecessary element? Insofar as it is not necessary, the long string of identities 
mentioned above also becomes unnecessary with rather far reaching implications 
in other fields. 


IV 


ALFRED ADLER, Understanding Human Nature, Trans. Walter Beran Wolfe, World 
Pub. Co., New York, 1927, p.21. “‘... It is not strange that the psychic life should 
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often appear to us as though it were-under the regency of unchangeable laws. 
But if a man, for example, denies his relationships to society or fights them, or 
refuses to adapt himself to the facts of life, then all of these seeming laws are 
abrogated and a new law steps in which is determined by the new goal.” 

The relationship between the new law and the old law is crucial with regard 
to the nature of the change which is being asserted. Is it possible to achieve com- 
plete freedom from any past situation? Is it possible intelligibly to articulate what 
this would be? The only meaning which can be given to make one set of laws 
intelligible in terms of another set of laws is to suppose a third set of laws of which 
both of the others are special cases. Vis-4-vis each other they may have “‘changed’”’ 
considerably, but the “‘absolute change’’ might be quite another matter. The 
“‘facts of life’’, whatever they are, cannot certainly be set aside by simple human 
volition; certain ways of meeting these facts may be altered, but this is quite 
another matter from saying that laws governing living either are or are not 
changeable. The interest in abrogating laws, in securing the illusion of change, 
and of freedom from the unknown, must certainly be included in reasons for the 
popularity of the concept of change. 


Vv 


Kurt Lewin, Field Theory in Social Science, Tavistock, London, 1952, p. 199. 
“Change and constancy are relative concepts; group life is never without change, 
merely differences in the amount and kind of change exist. Any formula which 
states the conditions for change implies the conditions for no-change as limit, and 
the conditions of constancy can be analyzed only against a background of “‘poten- 
tial”’ change.”’ 

P.217, “‘It is of great practical importance for any type of social management 
that production levels are quasi-stationary equilibria which can be changed by 
adding forces in the desired direction or by diminishing opposing forces.”’ 

It is interesting to speculate on why change and constancy are or should be 
relative concepts. To what are they relative? To each other? The implication 
which may be drawn from this is that change and constancy mean no more than 
simple movement which it is thought can be easily quantified. Such a concept 
would be rather easily polarized into one condition of complete movement and 
another condition of no-movement. Yet, this does not answer the problem. 
Although it may be possible to establish a calculus of forces describing movements 
in various whys, as Lewin does, we nevertheless are uncertain as to whether or 
not there has been any corresponding change. Appearances may be somewhat 
different in various regards, but how do we know that anything essential has 
changed merely by observation of some characteristics and not others? If we had 
selected other criteria than production levels, for example, would there have been 
a notable difference? There might well have been, but in the absence of a notion 
which specifies why we select these appearances and not those, or these essentials 
and not those details, how can we possibly specify the nature of the alleged changes 
or relative movements? It is possible by changing our rating scales that we would 
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have no “‘changes’’ at all. Is not change something more than, or other than, how 
to increase or decrease production? Insofar as every person will have a different 
relative position as an observer, and insofar as the purpose of intellection is to 
make possible meaningful communication between different observers regardless 
of where or how they observe, can a simple calculus based upon relative movements 
(which must by definition be different for each observer) solve our problem? Will 
it not merely complicate it insofar as there is no possible standard which can be 
agreed upon by all, insofar as any movement may appear as no movement under 
some conditions? 


APPENDIX B: 


An Examination of the Concept of “Social Change” 


One of the major examples of the discussion of change in current social matters 
may be found in the Transactions of the Third World Congress of Sociology which was 
concerned with “‘problems of Social Change in the 20th Century’’, where a full 
8 volumes on the subject were published in 1956, containing papers and comments 
by scholars from all over the world. Without attempting to pass judgment on their 
work as a whole, it is, however, particularly enlightening to examine the concept 
of change as it appears in those papers. 

In the Transactions, despite the efforts of several of the contributors to attempt 
the definition of the subject, a certain looseness in its use is apparent. Prof. von 
Wiese noted, for example, ‘‘... In the use of the concept of ‘social change’ there is, 
at the present time, a variegated and questionable multiplicity of meanings 
extending from a purely statistical designation of numerical variations to a 
tendency to bring cultural values and evaluations within its range... Every 
author and speaker should make clear... what he means by this concept which 
is apparently so simple, but in reality is so complex.” (Vol. 1, p. 9.) One question 
which arises immediately at this point is as to whether every author and speaker 
does in fact have a right to define a concept of this nature or whether he is undera 
constraint imposed by the nature of the inquiry to make use of a particular 
definition for the solution of a particular problem. Analogously, one would 
wonder about the mathematician who had his own definition for the concept of 
‘‘number”’ or the physicist who had a private meaning for “‘atom”’. 

It is noteworthy, however, that any number of writers in the Transactions 
stated unequivocally that social change at this time in many countries was 
extensive. ‘‘Social change has been considerable during the 20th century not only 
in Europe but in non-European countries.’’ (Gilberto Freyre, Vol. 1, p. 20.) Nume- 
rous studies were presented in which numerical indices were used which were sup- 
posed to demonstrate the actual measurement of the change being discussed. 

However, the problem of separating change from motion was barely recognized. 
‘Fundamentally, ‘mobility’ scarcely denotes anything other than change...” 
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(L. von Wiese, Vol. 1, p. 6.) Such a distinction is nonetheless essential if change is 
going to be used in any way as a means of classifying different kinds of motion and 
if analytical and not merely descriptive studies are desired. If change is merely 
identical with motion, nothing is or can be added to our most naive descriptive 
observations of the world through its use. If by change we wish to signify that there 
is some difference in the kind of motion of structure observed, without specifying 
what particular kind of difference we have in mind, or, at least that there is a 
particular kind of difference whether or not we may know it as such, this definition 
may easily be reduced to the first definition insofar as any motion implies some 
structural difference if only in the arrangement of the parts. “By structural 
changes I mean changes in parts of a social structure due to changes in other parts 
or toa change in the balance of forces.’’ (Morris Ginsberg, Vol. 1, p. 16.) Therefore, 
for a system of classification to do more than to reflect the fact that the world is in 
movement, for us to be able to orient ourselves towards that movement, so that 
we are thereby able to do something about it, the system must go beyond the 
movement which is observed and make use of some more powerful analytical 
tools. 

For a time, the concept of “‘progress’’ as a line along which change occurred 
seemed to be a profitable one but this has been rejected as uncritically by a pessi- 
mistic generation as it was formerly accepted by an optimistic one. “It should be 
noticed that we do not equate change with ‘progress’.’’ (Arnold M. Rose, Vol. rv, 
p- 54.) Change as it is presented in these papers therefore tends to be related to 
specific ends such as the shift in social position called social mobility, or in land 
“‘ownership”’, or in family structure, etc. While it is acknowledged by most of the 
authors, explicitly or implicitly, that these changes may or may not reflect social 
“‘progress’’, the seeming objectivity of what is studied apparently offers a sense of 
greater truth and of nearness to “reality’’. ‘“Change”’ therefore tends to be replaced 
conceptually by “‘changes”’ and this results in multiple definitions of change, each 
one felt to be suitable for its particular occasion. Professor G.Gurvitch, for example, 
listed no fewer than five different ‘‘meanings’’ for the concept of social change: 
‘*(1) Social change meant, first of all, the continuous reconstruction of every social 
structure. (2) The second meaning (was) ‘social mobility’. (3) The third meaning 
of change referred to the transformation of structures by imperceptible stages, i.e., 
reformism. (4) A fourth meaning of change... was that of ‘planning’... Thus 
change might refer to change consciously induced in a social structure. (5) Finally, 
there was the last and, today, the most important meaning: the break-up or the 
collapse of a structure, i.e., revolution.” (Vol. vim, p. 57.) Yet, is this not begging 
the question? Do these denotative distinctions not imply somewhere a connotative 
significance as well? 

Although in particular dramatic and striking situations we may be prepared 
to testify that there has or has not been an event of some order or magnitude 
(i.e., such as a war or a revolution), what are our conceptual criteria not for 
demonstrating that something is taking place in the empirical world (because 
things are always taking place empirically) but that that which has taken place in 
fact qualifies as ‘‘change”’ and may be classified as such? Is this simply a matter 
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of the caprice of words whereby this change and that not-change are such only 
by virtue of our arbitrary application of names? Nominalism such as this has a 
long and particularly unfruitful history except as we may discover through it the 
complexity of relationships we are otherwise inclined to oversimplify. The problem 
remains therefore: Without a strict conceptual definition of change, how are we 
able to categorize this as having the qualities of change or as not having them? 

Lacking such a strict definition, using ad hoc criteria, it is, of course, possible to 
make any argument one wishes and that this is done is apparent in the above 
mentioned proceedings. ‘‘The history of the development of human society shows 
that all considerable social changes in the economic and political systems of life, 
in the world outlook of people, etc., are conditioned, directly or in the end, by the 
changes in the form of property in the means of production which dominates in the 
given country.” (A. J. Pashkov, Vol. 1, p. 213.) Any fact which seems to refute an 
argument such as this may be dismissed out of hand by simply saying that what has 
been observed really hasn’t involved any considerable social changes and therefore 
does not apply. 

That these are not just idle reflections of useless philosophers is clear when we 
consider that we are urged to use the “‘laws”’ which are derived from the study of 
social changes as guides for further social changes. We stand in the danger of 
pursuing an illusion without any awareness that it is an illusion. This applies as 
much to non-Communist countries as to Communist countries. While the Com- 
munist may wish to induce social change through the change of “land ownership”’ 
(which is little more than a legalism), western sociologists have their own ap- 
proaches. ‘‘One way for the sociologist, the way—of changing this society is to 
prepare to change it (and thus actually to contribute, however small the degree, to 
changing it) by studying this society as it is—but ‘is’ in the full sense of the word, 
which includes ‘is’ ethically and personally.’? (Kurt H. Wolf, Vol. v1, p. 157.) 
The fact that we believe that we perceive change may be closely associated with the 
actions which we take in order to achieve it. While any action may have impli- 
cations beyond itself, it does not follow that these implications may be determined 
through the sociologists’ tools at this time and there is no guarantee that action 
programs based upon faulty (but well-intentioned) premises may not be self- 
defeating and actually prevent rather than lead to what is desired. 

However, even caution involves a kind of decision and “‘indecision’’ may be 
the most dramatic kind of decision taken. Thus, we may be doubtful when the 
sociologist says, ‘Rapid changes in the course of human history are bound to 
create untold difficulties, for different aspects of life have different rates of progress 
and development; and emphasis on any one aspect rather than on a co-ordinated 
picture of human activity cannot but result in fresh and seemingly insoluble 
problems when the tempo of life is particularly activated. In all development 
programmes then it is always wise to hasten slowly.”’ (H. J. Heeren, Vol. u, p. 318.) 
Such conclusions do not seem to be justified : many times procrastination may lead 
to precisely those evils which Dr. Heeren attributes to haste. The simple fact secins 
to be that we don’t know and on the basis of our information and our tools for 
understanding at this point, we can’t know. 
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So too with any discussion of the dynamics of change, its ‘‘causes’’, and its 
course of development, its manner of “‘interaction”’, and its phenomenology in 
general, there is a misuse of terms when the postulated materials are treated 
empirically. We simply do not know whether or not “‘the phenomena of change 
are found to be closely related with each other’’. (Lucio Mendieta y Nunez, Vol.u, 
p. 225.) In fact, it may be that our observations are closely related to one another 
or that we have merely created words whereby what we observe seems to be so 
closely related. It is thus an improper conclusion which states that, ““Change is the 
fundamental characteristic of human societies’’. (Jbid., p. 223.) If it is not an 
improper conclusion, it is merely a truism that everything that we see is in move- 
ment and has to be for us to perceive it. 

It follows from this that if we wish to develop the analytical tools which will 
permit us a greater understanding of what is happening and of what may happen 
in our world, a deeper exploration not only of the facts which may be observed in 
our world, but of the concepts which we apply to these facts is in order. The 
concept of change is but one of a large number of logical constructs which are 
used as if they were observables. The correct usage of these logical constructs is not 
merely a matter of sematics or the choice of words but it involves the matter of the 
correct usage of logical techniques in the empirical and social sciences in general. 
The relationship between logic (and therefore, mathematics) and science (em- 
pirical observation) is critical at this point. Without a clear understanding of this 
relationship—and the limitations inherent in it—there is likely to be a continuation 
of studies of such matters as ‘“‘change’’ without ever really scratching the surface 
of the subject, while at the same time increasing confusion through the illusion of 
explanations which are little more than descriptions mixed with individual 
prejudices. 


SUMMARY 


Change is not a directly perceived entity. It is a theoretical concept. What is 
directly perceived is merely movement, or relative movement. When the concept 
of change is applied to empirical investigations, especially in the behavioral 
sciences, considerable confusion results due to a tendency to identify change with 
motion or movement. The concept of change can be meaningful in application 
to empirical investigations only if the theoretical level which is being studied is 
identified and measures are created which are appropriate to it. These measures 
are essentially mathematical in nature and are likely to be of a very high order of 
intellectual complexity. It is essential prior to developing a sophisticated mathe- 
matics, to develop a simple mathematics. Such a mathematics in the behavioral 
sciences will probably depend upon simpler concepts than change and therefore, 
for the time, at least, it would probably be better and less confusing to avoid this 
concept altogether. Studies which do use this concept and which do not distinguish 
between change as a theoretical concept and movement as a perceptual intuition 
are likely to be misleading. 











nN fc fA. SS WS Ode ~~ 


cf mm FO 


a. 


gn 


m= O05 OA aOo 


Le | 


ee 


ek apes 














SOME REFLECTIONS ON CHANGE 385 


ZUSAMMENFASSUNG 


«Veranderung» oder «Wandlung » ist kein direkt wahrnehmbarer Vorgang, son- 
dern ein Begriff der Theorie. Das, was unmittelbar wahrgenommen wird, ist 
lediglich « Bewegung » oder relative Bewegung. Verwendet man den Begriff «Ver- 
anderung» in empirischen Untersuchungen, besonders in den Sozialwissen- 
schaften, so ergibt sich aus der Tendenz zur Gleichsetzung von «Veranderung» 
mit «Bewegung» sehr oft Verwirrung. Der Begriff der Veranderung kann nur 
dann in empirischen Studien sinnvoll gebraucht werden, wenn das Niveau der Ab- 
straktion, auf das man die zu untersuchenden Vorgange projiziert, genau gekenn- 
zeichnet wird und wenn man Masstabe schafft, die diesem Niveau entsprechen. 
Derartige Masstabe sind im wesentlichen mathematischer Natur und meist 
gedanklich sehr komplex. Ehe jedoch solche hochentwickelten mathematischen 
Instrumente entwickelt werden, ist es notwendig, einfachere Methoden zu ent- 
werfen. Einfachere Messmethoden in den Sozialwissenschaften werden wahr- 
scheinlich auf weniger komplizierten Begriffen als dem der «Veranderung » oder 
des «Wandels» beruhen miissen. Deshalb ware es — jedenfalls vorlaufig — vor- 
zuziehen, den Begriff «Veranderung» iiberhaupt zu umgehen und die damit ver- 
bundenen Unklarheiten ganz und gar auszuschalten. Empirische Untersuchun- 
gen, die zwischen «Veranderung» oder «Wandel» als abstraktem Begriff und 
«Bewegung» als wahrnehmbarem Vorgang nicht unterscheiden, kénnen zu irre- 


fiihrenden Schliissen fiihren. 


RESUME 


Un «changement» ou une «modification» n’est pas un phénoméne directement 
perceptible, mais un concept théorique. Ce qui est directement perceptible est 
simplement «mouvement» ou mouvement relatif. Lorsque I’on utilise le concept 
de «changement» dans les recherches empiriques, en particulier dans les sciences 
sociales, une grande confusion résulte trés souvent de la tendance que |’on a a 
identifier «changement» avec «mouvement». Le concept de changement ne 
peut étre judicieusement appliqué aux recherches empiriques que si le niveau de 
l’abstraction, sur lequel on projette les phénoménes a étudier, est exactement 
caractérisé et que si l’on crée des mesures qui correspondent a ce niveau. 

De telles mesures sont essentiellement de nature mathématique et le plus 
souvent d’un ordre trés élevé de complexité intellectuelle. Cependant, il est né- 
cessaire, avant de développer un tel appareil mathématique extrémement poussé, 
d’esquisser des méthodes plus simples. De telles méthodes plus simples de mesure 
dans les sciences sociales durent vraisemblablement reposer sur des concepts 
moins compliqués que ceux de «changement» et de «modification». C’est pour- 
quoi il serait préférable — provisoirement du moins — d’éviter totalement le concept 
de «changement» et d’éliminer ainsi entiérement les confusions qui en découlent. 
Les recherches empiriques qui ne font pas la distinction entre «changement» ou 
«modification», en tant que concept abstrait, et «mouvement», en tant que 
phénoméne perceptible, ne peuvent conduire qu’a des conclusions erronées. 





ANALYSIS OF CLASS CONSCIOUSNESS 


Class consciousness is composed of many diverse elements, like 
personal experiences and group images, feelings and ideas, prefer- 
ences and attitudes, values and standards. It has many layers, some 
deeper and some more on the surface. It has many aspects, some 
concerning the individual, some collective. It has many dimensions, 
some stretching in the past, some pertinent to the future. In order to 
do justice to this unique mixture compositum, one has to make certain 
distinctions which could help us in grasping its essential features. 


I 


First we have to distinguish between class and level consciousness. 
Not every level or status consciousness is class consciousness. There 
are innumerable rungs in the social ladder but not every rung is 
conceived as a social class. Social class is a broad vertical Jayer of 
society with its own interests, aspirations, values, traditions, solidar- 
ity, and its own characteristic consciousness related to the basic 
structure of society. There is no class consciousness without a broad 
conception of social structure, vague and nebulous as it may be in 
individual cases. A man who for instance calls himself working class 
must be conscious of the existence of other broad layers of society. 
He would not think of himself as working class and of others as, e.g. 
typists or bank clerks or shop keepers. He must think of others in 
terms of two or three or several classes but not in terms ofinnumerable 
occupational rungs. The classes in his mind would transcend the 
boundaries of occupational categories, although occupation may be 
the most definite and concrete basis for distinction to which other 
characteristics are related. So the first thing we can say about class 
consciousness is that it implies consciousness of social structure as 
a whole. Man sees himself as occupying a certain place in a broad 
social structure. So obviously the conception of social structure pre- 
valent in man’s mind will shape his class consciousness; it will affect 
not only his placement but also his attitudes and valuations, the 
conception of his class and the nature of his class membership. If he 
thinks of social structure in terms of two classes, he will call himself 
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working class, while others capitalists; if he thinks in terms of three 
classes, he will call others middle class or upper class, if he thinks in 
terms of a pluralistic conception of society he may qualify his self- 
placement in the working classes with adjectives, like lower or upper. 
All those conceptions involve not only numbers but they imply 
different philosophies of life, different attitudes and valuations. For 
instance the dualistic conception would contain much stronger ele- 
ments of hostility towards other classes and solidarity within his 
own class than the trinitarian or the pluralistic conception. So it is 
not enough to say that for instance most workers have class con- 
sciousness, one has to qualify it with the conception of social structure 
to which they subscribe. 

It follows from the above that class consciousness must have two 
vantage points. One is the vantage point of the individual who places 
himself, another the vantage point of others. A man places himself, 
places others and is placed by others. The active and passive place- 
ments do not necessarily go together as research and experience prove 
it. A man can place himself as middle class while others would 
regard him as working class and vice versa. A nouveau-riche can regard 
himself as upper class but other members of the upper class would not 
place him there. A man can be conscious of the discrepancy between 
self-placement and placement by others or not. In the former case 
this would colour his class consciousness, especially if the discrepancy 
arises between his self-placement and placement by members of the 
class he claims as his own. The strengh of class consciousness is 
weakened and felt as less absolute, whenever there is awareness that 
self-placement does not coincide with placement by others. 

From the vantage point of the individual who places himself, 
class consciousness has two different dimensions; one intellectual or 
factual, the other emotional. A social class is a reference group, i.e., 
a group with which we identify ourselves, from which we derive our 
standards and values. We can identify ourselves with a class in fact 
but emotionaly reject it. We can hear the expression of the British 
worker: “I am of and for the working class”, which means both 
intellectual and emotional acceptance, or occasionally: “Unfortu- 
nately I belong to the class of people who are undereducated and 
underpaid’’, which means factual acceptance but emotional re- 
jection. The factual acceptance may contain such elements as way of 
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life, income level, class of neighbourhood, educational level and ( 
language, family upbringing etc. The degree of acceptance would 
depend on full or partial correlation of those elements in the case of 
a single individual. The emotional acceptance is acceptance of 
values and standards of the class, its main ideals and aspirations; it 
may be also subject to different graduation. An intellectual may 
emotionally identify himself with the working class while he would 
in fact place himself outside it. A scholarship boy from the working 
classes who wants to escape them is the exact opposite. So class 
consciousness has different dimensions and degrees of acceptance. 

Speaking about class consciousness we have further to distinguish 
between class consciousness and class sub-consciousness. Class 
consciousness contains elements mentioned before or related to them 
which are consciously expressed and put into logical or semi-logical 
categories. While class sub-consciousness contains elements which f 
are felt or experienced but not expressed or brought to full conscious- 
ness. An uneducated worker would have a large area of class sub- 
consciousness but a thin and stunted area of class consciousness. 
Working class girls often have a very strong class sub-consciousness 
but a very narrow and thin layer of class consciousness. They often 
also reject emotionally the working class as a reference group. 

We can, however, speak about class sub-consciousness also in the 
Jungian sense of a collective subconscious, as the repository of 
archetypes of collective experiences shared by the members of the 
class, archetypes of class struggle, class frustrations and achievements. 
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Now we turn to the actual contents of class consciousness. The con- 
tents differ from class to class. In the working classes we can distin- 
guish several elements, like a sense of superiority, on one hand, and 
a sense of inferiority, on the other, or a sense of hostility and a 
sense of solidarity. Those contradictory attitudes have, however, 
not one and the same frame of reference, in fact they refer to different 
entities. 

Thinking in terms of superiority or inferiority the worker can have 
in mind his class as a whole, or himself or the typical member of his 
class. He often thinks that his class is ethically or socially or economi- 
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cally in the sense of social productivity, superior to other classes. 
There are several myths operating in this field, like the myth of the 
redeeming qualities of sweat and toil, especially accompanied by an 
insufficient reward in terms of money as compared with other classes. 
The worker often thinks that his class puts in the common pool more 
than it takes out, compared with other classes. Since immemorial 
times, and especially since the rise of Christianity, the class which 
regarded itself as underprivileged, found its compensation and con- 
solation in the myth of the redeeming qualities of sweat and toil, of 
the special merits of those who perform the most menial tasks, the 
“‘most productive labour”’ for the society, which is shunned by others. 

But apart from the mythical categories, the working class as a 
whole can in actual fact be superior to other classes in political terms, 
due to its commanding position in the state, for instance due to its 
superior numbers, organisation and leadership, and the worker may 
feel a certain pride and sense of achievement. Anyway if the worker 
feels this sense of superiority as he often does, he rarely, if at all, 
thinks about himself but about the class as a whole. The sense of 
superiority is reserved for the class as a whole. 

On the other hand when the worker thinks in terms of inferiority, 
he does not think about his class as such but about individual mem- 
bers of his class. He sees them as under-educated, under-paid and 
under-privileged. His class can be in power and can have a comman- 
ding position in the state vis-a-vis other classes, but he as an individual 
member of the dominant class would occupy an inferior position in 
social economic terms, compared with individual members of other 
classes. Labour may be politically and even economically in power 
but the worker as an individual may feel an underdog. 

The same applies to the levels of aspiration of workers. The worker 
may have a very high level of aspiration on behalf of his class as a 
whole but a low level in regard to himself, and this is true in most 
cases of British workers. The British worker is content to stay put, 
he has no great urge or plans for his own personal advancement but 
he cherishes plans for advancement of his class as such. He does not 
expect much from his own personal efforts to achieve security, but 
he expects an improvement of his position by collective efforts of his 
class. The British worker projects, or rather transfers, a great deal of 
his ambitions, aspirations and expectation into the class as a whole. 
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Regarding himself as under-dog, he places his faith in sheer num- 
bers and the organising power behind them. 

The same distinction in regard to the frame of reference can be 
seen in the elements of hostility and solidarity referred to previously. 
In class consciousness of every class there is a certain degree of animos- 
ity or shall we call it ‘“‘againstness”’. In the upper classes it expresses } 
itself in tendencies to exclusiveness; in the middle classes in what 
is often called snobishness, in strong adherence to conventions, forms 
and usages which exclude the members of other classes as vulgar or | 
ill-mannered. In the working classes it expresses itself more often as } 
resentment against the others, resentment that others often working 
less hard in less fatiguing way under better conditions are doing ( 
better in terms of comfort, leisure, security, status as well as oppor- 
tunities for education, upbringing and placing of their children. 

This resentment can be felt in different degrees, according to the f 
measure of inequality existing in a given society and the standards of 
comfort, security and leisure achieved by the working classes in 
absolute terms. But a certain degree of resentment is practically 
always present in the class consciousness of the working classes and 
that forms the basis of all social movements springing from those 
classes. This resentment is, however, rarely felt as an individual 
experience, as a worker rarely compares himself with members of 
other classes, and if so, only with those rungs near to him. It is more 
frequently reserved for the class as a whole, i.e., felt on behalf of the 
class as a whole. Personal resentment is more frequently felt in those 
cases where an individual belongs to a small reference group, e.g., a 
family, some members of whom rose in status, while he was left 
behind. 

The element of class solidarity can have also different frames of 
reference. The element itself is a constant ingredient in class con- 
sciousnes of all classes. In upper classes it expresses itself in the ten- : 
dencies to defend the achieved position against other classes, in the 
working classes as an aspiration to close the ranks in the fight for 
betterment. The degree of class solidarity is a historical product of 
many factors, among them of past collective experiences of class 
struggles, of class failures, or achievements. Every strike is a lesson 
in class solidarity and is often conceived as such by the Trade 
Unions. 
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Class solidarity can be sometimes conceived exclusively in terms 
of a class as a whole. A worker may believe in class solidarity but he 
himself would like to leave the ranks of the class by becoming a 
foreman or under-manager or an independent tradesman. 


III 


The points made above can best be illustrated on the example of 
comparison of the British and French workers'. 

The French worker is no less class conscious than his opposite 
number in Britain but the contents of his class consciousness, the 
conscious and subconscious patterns, the driving forces, the values 
and aspirations are different. The French worker thinks of himself 
primarily in terms of a dualistic conception of society; he is working 
class while others are bourgeois or capitalists, while the British worker 
primarily in terms ofa trinitarian conception, distinguishing between 
the middle class and the upper class and showing often a greater 
animosity to the middle class than to the upper class. This gives a 
stronger aggressive twist to the attitudes of the French worker as 
compared with the British worker. Distinguishing between class 
consciousness and sub-consciousness, one could say that the class 
consciousness of the French worker is more superficial, it has much 
less depth in the subconscious layers than that of his British counter- 
part. The British workers have larger reserves of collective sub- 
consciousness in traditions and customs which are ingrained in them 
and passed on from generation to generation. This is largely due to 
the fact that the British working classes have a longer historical 
experience and as a class form a more crystallized and more consoli- 
dated formation. The tradition behind the French workers is often 
lacking as many workers came from the peasant or artisan class in 
the first or second generation. 

As to the elements of superiority, the myth of the ethical and social 
superiority of the working class, gua class, is stronger developed and 
more widely accepted amidst the French workers than amidst the 
British workers. The French worker would frequently think of his 
class as the avant-guard of progress, as the defender of social justice 
and liberties than his British counterpart who may subscribe to these 

1. I have interviewed a number of French workers while on holiday in France. 
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views but in less absolute terms and with many qualifications and 
reservations. 

The feeling of inferiority is also much stronger and more fre- 
quently encountered among the French workers than among the 
British workers on many counts, but primarily because the French 
worker is often a member of a family whose other members belong 
to other classes, especially to the peasant class or lower middle class. 

Also the element of resentment plays a much bigger part in the 
class consciousness of the French workers as compared with the 
British. The myth of the capitalist employer as the big bad wolf is 
largely a thing of the past in Britain, while in France it is still fully 
alive. This is related not only to the characteristics of the French 
patron who is much more aggressive and ego-centric than his 
British counterpart but it is also partly the product of different war 
experiences in France and Britain. The last war was for Britain a 
lesson in national unity and cooperation with management in war 
production, while for the French workers it was a lesson in national 
disunity as he was constantly exhorted by the resistance movement to 
go slow against the employer who was riveted to the German war 
machine. 

The element of class solidarity has also different connotation in 
both cases. The British worker takes class solidarity for granted, and 
in both terms, in personal and general frame of reference. He does 
not talk much about it, he does not make it a subject of recitation or 
preaching. He takes also for granted that he will stay “working class” 
his whole life. He does not aspire to a higher position, and often when 
offered promotion, he turns it down. He is in the majority of cases 
willing to remain in his class and he often refers to those who are pro- 
motion minded as “‘go-getters”’ or “‘gate-crashers’’, who want to get 
away from their family, friends and neighbours and often end up as 
distorted and unbalanced personalities torn between two sides. 

The French worker thinks of class solidarity in general terms but 
not in personal terms. He does not want to stay put and die as a 
worker. He plans to have a café or a workshop or a garage or a small 
plot of land. In many cases he came from these classes and he wants 
to return there. As to class solidarity in general terms, he often 
declaims and recites about it, but in fact this solidarity rarely extends 
to the working class as a whole, as the working class is not so homo- 
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geneous as in Britain, and not in national terms. The working class is 
split politically and organisationally in labour unions of different 
character. 

Another illustration, this time for the differences between factual 
and emotional acceptance of the working class as a reference group, 
could be given in a rather exotic comparison of Polish workers in 
Britain and Jewish workers in Israel. (The present writer has done 
some research concerning the former in 1952/53!, and concerning 
the latter in 1954-1956 in Israel.) After the war thousands of Poles 
from the Polish Forces under Allied command settled in Britain as 
manual workers. They came mostly from the peasant class in Eastern 
Poland and they were new to factory life and industrial employment. 
They were young and enterprising and improved considerably their 
standard of living compared with that in pre-war Poland; so they 
were quite content with their new position, trying to fit in and gain 
approval and confidence of their British comrades. But they identified 
themselves with the working classes more in fact than emotionally. 
They accepted their new position as working class by virtue of the 
nature of work, wage level, neighbourhood and new friends but 
emotionally their identification was either non-existent or insignifi- 
cant. 

In Israel the reverse process could be observed. The Jewish worker 
in Israel was recruited from the middle classes, predominantly from 
the lower middle classes, like shopkeepers, artisans, clerical men, 
agents and they still have a middle class mentality, customs and 
habits. In all respects they are indistinguishable from those who are 
working in middle class positions. Their ways of educating their 
children, their neighbourhood, their educational level or level of 
aspiration is to all contents and purposes middle class. But inspite of 
this the Jewish workers in Israel have a very strong class consciousness, 
they think in terms of a class, they often speak about its interests, 
ideals and aspirations and they developed accordingly stroug labour 
organisations. Even those who come from backward countries in Asia 
and Africa, soon joined their comrades in the same mode of thinking 
under thorough indoctrination from labour leaders. Here we have 

1. See F. Zweic, “Robotnik Polski w Anglii” (The Polish Worker in England), 


Kultura (La culture), Paris 1954. 
2. See F.Zweic, The Israeli Worker, New York 1959, pp. 305 ff. 
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a case of an emotional acceptance of the working class as a reference 
group, while the factual acceptance is often missing. 
The above analysis of class consciousness has shown us that the 





same sociological concepts used under the same terms may have 
vastly different contents, that class consciousness may mean different 
things to different people, groups and nations or in different situa- | 
tions. 


Most sociological concepts have their counterpart in social 
consciousness of the groups to which they refer and the analysis of 


their contents, their conscious and subconscious patterns, their j 
symbolisation and their drives would be an important contribution 
to sociological thought. 

London FERDINAND ZWEIG 


SUMMARY } 





In the discussion of problems of class consciousness the main attention is focussed ) 
on the formation or mobility of the class system, or behaviour pattern of classes 
or their constitutive values and ideologies but zarely on the analysis of social 
consciousness of the classes. Yet sociological concepts have their counterpart in 
social consciousness of the groups to which they refer and they should be subject 
to the same depth analysis as other fields of consciousness. The class sub-conscious- 
ness is a very important field for exploration which has hardly been touched. 
There are many dimensions of class consciousness. The worker places himself, ) 
places others and is placed by others. His own placement often does not coincide 
with placement by others and he may be conscious of this or not, a fact which 
affects the strength of his class consciousness. There is a factual as well as an 
emotional acceptance of class membership. There is a level of aspiration on behalf 
of himself or his class as a whole. There are elements of inferiority and superiority 
felt for himself or for the entire class. Feelings of resentment or hostility may 
have also different frames of reference. Also class solidarity may be conceived in 
personal or general terms. 

All those points are illustrated on examples of class consciousness, derived 
from studies of working classes in Britain, France and Israel. The examples 
demonstrate how the same sociological concepts used under the same terms have 
vastly different contents, hence the author’s plea for depth analysis of social 
consciousness of groups, underlying sociological concepts referring to those groups. 


ZUSAMMENFASSUNG 


Analyse des Klassenbewusstseins. In der Diskussion iiber Probleme des Klassenbe- 
wusstseins wird das Hauptaugenmerk auf die Gestaltung und Mobilitat des 
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Klassensystems gerichtet, oder auf die Verhaltensweise der verschiedenen Klassen, 
ihre konstitutiven Werte und Ideologien, aber selten auf die Analyse des sozialen 
Bewusstseins der Klassen. Und doch haben die soziologischen Begriffe ihr Gegen- 
stiick im sozialen Bewusstsein der Gruppen, auf welche sie sich beziehen, und 
sie sollten deshalb derselben eingehenden Analyse unterworfen werden wie an- 
dere Bereiche des Bewusstseins. Das Klassenunterbewusstsein ist ein sehr wich- 
tiges und bisher kaum erforschtes Untersuchungsfeld. Das Klassenbewusstsein 
hat zahlreiche Dimensionen. Der Arbeiter reiht sich selbst ein, er reiht andere 
ein und wird gleichfalls von andern eingereiht. Seine eigene Placierung stimmt 
oft nicht iiberein mit der Einreihung durch andere, wobei er sich dessen bewusst 
sein mag oder nicht — eine Tatsache, die sich im Ausmass seines Klassenbewusst- 
seins geltend macht. Es gibt sowohl eine tatsachliche wie auch eine emotional 
akzeptierte Zugehérigkeit zu einer Klasse; es gibt persénliche Aspirationen wie 
auch solche der Klasse als ganzer; es gibt Elemente der Minderwertigkeit und 
der Uberlegenheit in bezug auf den Einzelnen wie auf die ganze Klasse. Gefiihle 
des Grolls und der Feindseligkeit kénnen ebenfalls verschiedene Bezugspunkte 
haben, wie auch Klassensolidaritat unter persénlichem und allgemeinem Ge- 
sichtspunkt begriffen werden kann. 

Alle diese Punkte werden mit Beispielen von Klassenbewusstsein illustriert, die 
sich auf Studien iiber die Arbeiterklasse in England, Frankreich und Israel stiitzen. 
Die Beispiele zeigen, wie die gleichen soziologischen Begriffe, die unter denselben 
Bezeichnungen verwendet werden, ganz verschiedenartige Inhalte haben. Dar- 
aus leitet der Autor die Notwendigkeit ab, das soziale Bewusstsein von Gruppen, 
das den soziologischen Begriffen beziigiich dieser Gruppen zugrunde liegt, ein- 
gehender zu analysieren. 


RESUME 


Analyse de la conscience des classes sociales. Dans la discussion des problémes de la con- 
science des classes sociales, |’attention se porte principalement sur la formation et 
la mobilité du systéme des classes ou sur le comportement des différentes classes, 
leur valeur constitutive et leur idéologie, mais rarement sur |’analyse de la con- 
science sociale des dites classes. Et pourtant, les concepts sociologiques ont leur 
contrepartie dans la conscience sociale des groupes auxquels ils se référent et ils 
devraient donc étre soumis 4 la méme analyse approfondie que les autres do- 
maines de la conscience. La subconscience des classes est un domaine trés im- 
portant qui n’a guére été exploré jusqu’ici. La conscience des classes a de nom- 
breuses dimensions. Le travailleur se range lui-méme dans une classe; il range 
les autres et il est 4 son tour rangé par eux. Son propre classement ne coincide 
souvent pas avec le classement des autres et il peut en étre conscient ou non, fait 
qui exerce une influence sur le degré de sa conscience des classes. I] existe une 
appartenance de fait 4 une certaine classe, comme aussi une appartenance psy- 
chologiquement acceptée. II existe des aspirations personnelles comme aussi des 
aspirations de l’ensemble de la classe. Il existe des complexes d’infériorité et de 
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supériorité relatifs aussi bien 4 l’individu qu’a toute sa classe sociale. Des senti- 
ments de ressentiment ou d’hostilité peuvent également avoir différents points 
de référence. De méme, la solidarité de classe peut étre congue sous |’angle per- 
sonnel ou général. 

Tous ces points sont illustrés par des exemples de conscience de classe, sur 
la base d’études des classes ouvri¢res en Angleterre, en France et en Israél. Les 
exemples montrent comment les mémes concepts sociologiques qui sont utilisés 
au moyen des mémes termes ont un contenu fort différent. 

L’auteur en déduit la nécessité d’analyser de fagon plus approfondie la con- 
science sociale des groupes qui est 4 la base des concepts sociologiques relatifs 4 


ces groupes. 

















CYCLICAL GROWTH UNDER COLLECTIVISM: 
A NOTE ON Mr. NOVE’S OBSERVATIONS 


Let me express that I feel happy that my article on collectivist growth! had given 
occasion to the remarks of such a very distinguished specialist on the Soviet 
economy as Mr. A. Nove?. 

Although he points out a substantial coincidence between both the premises 
and the results of my model with what has actually happened in contemporary 
collectivist societies, Mr. Nove raises some objections against the logic of the model 
itself. He doubts the validity of my theorem on the increasing character of the 
time-preference disequilibrium (that is, of what I call the ‘‘average”’ disequilibrium 
between time-preferences) in the course of time; and also thinks that in deducing 
therefrom that prices become progressively higher than average costs in consum- 
tion-goods industries I overlook “‘the unequal impact of cost reductions in the 
different sectors of the economy’’*. As a consequence, he does not accept that the 
time-preference disequilibrium leads to explosive or cyclical effects‘. It may be 
relevant, therefore, to state formally now the simple mathematical reasoning 
that is behind my literary argument on such points. 

As it is defined in the paper’ “‘time-preference’’ denotes an allocation vector; 
it is then a strictly economic concept (not a moral or political one, as Mr. Nove 
suggests) which can be translated in terms of effective demand. To do so we shall 
adopt the following notation: let G mean total consumers’ expenditure evaluated 
at current prices; C, total consumers’ goods output evaluated at marginal costs; 
p, the price level of consumers’ goods; m and 2, the levels of their marginal and 
average production costs, respectively. Suppose that the amount of real con- 
sumption in each period is adjusted to the current level of consumers’ goods 
output, the adjustment being performed by means of price changes. Let Q denote 
the total quantity of consumers’ goods produced and effectively consumed in each 
period. 

Now, on account of the disequilibrium between “‘average’’ time-preferences® 


G>C (1) 
Since 
—C= (p—m)Q (2) 
it follows from (1) that 
p—m>o (3) 


1. “Cyclical Economic Growth under Collectivism’’, Kyklos, Vol. xu — 1960. Fasc. 2, p. 229-255. 

2. “Some Observations on Professor Olivera’s Article’’, ibid., p. 256-260. 

3. “Some Observations, etc.”’, p. 258. 

4- Ibid., p. 259. 

5. “Cyclical Economic Growth, etc.’’, p. 233ff. Let me avail myself of this opportunity for acknowledging 
a debt in this connection: Sir Roy F. Harrod and Professor J. R. Hicks, who read an earlier statement of my 
views on the subject, were kind enough to let me know some helpful comments on my way of using the ex- 
pression “‘time-p **. Of course, the responsibility for this concept as presented in the paper and here 
is entirely mine. 

6. Section 2 of “Cyclical Economic Growth, etc.”’. 
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Under conditions of high employment, 
m>v 


for each current level of aggregate output from the consumption goods industries ; 
then, also, 
p—v>o0 (5) 


The causes of the discrepancy in time-preferences act as well on the margin of 
resources’. There is a marginal time-preference disequilibrium; i.e., in terms of 
effective demand, 


dC dQ 
= se © 


where ¢ denotes time. Since (p—m) is positive and dQ /dt non-negative, then 


dG dC 


a @ (7) 
which implies, of course, that 
d(G—C) 
—————->0 8 
- (8) 


This proves the first part of our theorem, in view that G—C is itself an index- 
function of the average time-preference disequilibrium. Let us examine now the 
behaviour of the difference between prices and costs. Taking (2) into consider- 
ation, 

d(p—m) _ 1 d(G—C) _(G—C) dQ 


at Q dt Q dt (9) 


Hence, in order that 


a (p—m) >0 (10) 
dt 


it is necessary and sufficient that 


£@—©) , 8-5 & 


dt - (11) 


for Q is positive. But (11) is identical to (6). Thus the marginal time-preference 
disequilibrium determines that the gap between prices and marginal costs in 
consumers’ goods industries augment in the course of time. Concerning average 
costs, there may be some compensatory effect in this connection if 


7. Ibid., same section. 
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——— <6 (12) 


but, for this to happen, it is necessary that 


dE dlogv 
— <(1—E) ———_ 
dt ( dt 


where E denotes the output-elasticity of total costs at the current level of produc- 
tion. Even if we adopt this particular hypothesis, the extent to which an approxi- 
mation of average to marginal costs can countervail the continually growing 
difference between marginal costs and prices is very limited. Therefore, in any 
case, the predominant tendency will be that prices of consumers’ goods become 
progressively higher, not only in relation to marginal costs, but to average costs 
also. 

The fact that technological innovations may be proceeding at a slower pace 
in consumption-goods as compared with capital-goods industries, that Mr. Nove 
stresses, does not invalidate then the increase of p—m and p—v as functions of 
time; nor the necessary consequence, the increasing lag of real wages behind the 
productivity of labour. All this results from the coexistence of the ‘‘average”’ and 
the ‘‘marginal’’ disequilibrium of time-preferences. 

Considered in isolation, the relationships stated in the theorem lead to a 
divergent non-cyclical movement. However, because of various economic and 
social strains® positively associated to the magnitude of the “‘average’’ time- 
preference disequilibrium, it is more likely that such a system will oscillate between 
an upper level of tension, at which those strains become critical, and a lower 
distension level, wherefrom the system reassumes its natural form of growth. 


University of Buenos Aires Juuio H. G. OLIveRA 


8. Ibid., section 3. 











OLIGOPOLY AND GAME THEORY’ 


Since the appearance of Von Neumann’s and Morgenstern’s now classic theory 
of games economists have awaited a full scale application of the ideas to the theory 
of oligopoly with keen anticipation and, I think, with two minds on the subject, 
either in the belief that it would affect the theory substantially or, from the 
evidence of more fragmentary work, maybe little or not at all other than to give 
a newer dress and newer trimmings to it while the subject remained unaltered and 
as amorphous as ever. Of course it is something of an achievement for the theory 
of games to demonstrate that it is big enough to encompass market phenomena 
or economic games under its wing. But translations, however useful, as in this 
case to a system which involves a new conceptual frame, may not always confer 
new knowledge, at least not directly. Something of this sort may mark the current 
state with respect to the application of game theory to duopoly and oligopoly 
phenomena. An added complication is that once the translation is made into 
game theory it must often be turned around again to inquire what the concepts 
mean in terms of demand phenomena, cost ideas, sales outlays, product variation, 
and market interdependence. As yet game theory is inadequately equipped to 
deal with all aspects of questions that interest economists. Hence a translation 
to a language that has many word and idea gaps, and which therefore requires a 
return to the original language, has disadvantages compared to a more straight- 


forward rendition of the fundamental arguments. 
I t 

I 

The volume by Martin Shubik on Strategy and Market Structure constitutes a strong 2 
and major effort to turn the economic theory of small numbers into a theory of ) y 
games. In this object the book is rich in promise and, in my view, less successful n 
in outcome and performance after some 337 pages of main text during which the I 
innate difficulties and familiar indeterminacies overpower a “‘general’’ method. tl 
Ironically, rather than the theory, for the reviewer the most interesting part of the c 
volume was the fragmentary study tacked on at the end, covering about 35 pages r 
and involving in an empirical orientation some data and institutional phenomena tl 
on larger American industries which undoubtedly comprise the prominent tl 
illustrations with which oligopoly theory is concerned. c 
In the course of an interesting and promising foreword, Professor Morgenstern Pp 
remarks: n 
‘*...all contemporary theory of oligopoly theory is piece-meal. There is an ce 
elaborate set-up of clever casuistry with seemingly endless additions of new and o 
interesting cases. What is lacking is the central idea, the development of truly ce 
general principles. Without such unification, the cases discussed remain separated of 
and singular”’ (pp. vi—vmt). fo 
Professor Morgenstern expresses a belief that the application of game theory SE 


1. A review article of Martin Suusix, Strategy and Market Structure: Competition, Oligopoly, and the Theory 
of Games, New York 1959, J. Wiley, xviu, 387 pp. $8.-. 
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may change all this. Putting aside the deeper skepticism on whether important 
descriptive propositions or general principles will emerge from the application of a 
new conceptual method to cover cases where motivations, expectations about the 
future, and social, economic, and legal environments differ, a good deal more 
evidence will have to be offered by proponents of game theory before the verdict 
rendered is favorable. It is in these broader hopes, and in the assessment of the 
present accomplishments, that doubt is created as the dominant impression of 
the present reviewer. 

One more remark of Professor Morgenstern is worth quoting for it has immedi- 
ate relevance to the content of Shubik’s volume. He writes: 

“Of particular significance is the widening of the scope of the traditional 
economic analysis: the problem of initial assets of a firm, the difficulty of entry 
into an oligopolistic market, the preservation or loss of the assets in a battle of 
economic ruin, the flow and cost of information about the market, all these 
introduce new and vital factors into the scope of the enquiry”’ (p. 1x). 

Shubik, too, in his preface (p. x1), and in other places stresses that he regards 
his work as novel because of the attention given to “‘the roles of financial and 
technological strength” in influencing the market outcome, and that through 
these assumptions “‘a small start is made in the development of a dynamic theory 
by means of Games of Economic Survival’. 

This reviewer may be pardoned a personal digression in view of the importance 
that Shubik attaches to asset structures and financial position and, also, to the part 
played by inventories in the duopoly analyses of market conflict. I do not pretend 
to know how important these matters are in real world cases, nor does Shubik 
help much toward providing the information. Yet in the theory of the duopoly 
and oligopoly case they surely must be taken into account and so, almost twenty 
years ago now, in a youthful rebellion against ‘‘equilibrium” solutions of small- 
number problems, and in my first article on price theory, I made the same points?. 
In one respect, on the meaning of bankruptcy, I think some matters were clearer 
than Shubik leaves them. In a chapter written later for a textbook® that made no 
claims to providing a thorough treatment, the same matters were discussed at 
reasonable length: it therefore comes as a mild surprise to learn in Shubik that 
these aspects constitute his main claims for originality and for having advanced 
the theory. I think, with Shubik, that these matters are important and should 
command attention, meaning that a priori reasoning must take account of such 
possibilities. But before we regard such situations as the theory, in the sense of the 
most usual and hence the most general case, we should have more detailed and 
concrete information on the actual role played by financial strength in the market 
outcome. It is at least debatable that its significance overshadows that of a superior 
cost position (which I also stressed in contrast to Shibik’s treatment) in the sense 
of a lower level of unit costs. This is an analysis that lends itself only with much 
forcing to a marginal shell. Too, they are problems not primarily for conjectural 
speculation but for empirical study. It appears that Shubik would agree with this. 

2. See my “Price Cutting and Economic Warfare”, Southern Economic Journal, January 1942. 

3. Price Theory, New York 1949, pp. 171/72, 173-178. 
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II 


Turning to the details of his treatment, the first part of Shubik’s work is titled ““The 
Background of Competition”, and runs to some 160 pages. Here he develops 
some of his basic ideas, discusses existing theory, points to the need for extension— 
and confines himself to a single-period framework. The opening chapter contains 
the definitions and concepts of game theory, including the important notion of a 
‘‘mixed strategy’’, which can be described as some choice of a random behavior 
pattern devised to confuse an opponent in his estimate of the true or ultimate 
design, behavior, or objective of the participant. Though its precise meaning may 
be obscure, in concrete cases the matter is of little moment because, as Shubik 
remarks, for the most part his analysis does not depend on it (p. 16)*. There is a 
hit-and-run suggestion that this behavior pattern may be useful in open-market 
operations by the monetary authorities: perhaps this is akin to Roosa’s notion 
that they must create some uncertainty in the minds of market participants on the 
future of monetary policy; it can be argued that this may be a rather iliusory gain. 

Thereafter, Shubik devotes a brief chapter to current theories, particularly 
Chamberlin’s, and as originally developed. There is more prominence than I 
think warranted to the “‘tangency solution’’, in view of Chamberlin’s and other 
later work’. As a minor item, I think that most theorists in this area would prefer 
that he not refer to the average cost curve of the firm as the “‘supply curve’’ under 
monopoly (p. 26). There is also a brief treatment and critique of the views of Mrs. 
Robinson, of Triffin, Brems, and Fellner, mainly to the effect that they ignored 
‘tall problems of cost of entry, liquidity, financial structure, inventories, interest 
rates, money markets, and corporate structure’, (p. 27) or again, that they 
omitted ‘‘asset structure, corporate structure, and entry and exit conditions” 
(p. 33). This is pretty wide shooting which is bound to hit something: one can 
well argue that substantial advances were scored despite the omissions. 

Next Shubik considers monopoly and bilateral monopoly (Chapter 3), 
acknowledging that the former is hardly illuminated by game theory. Bilateral 
monopoly in his treatment focusses on the joint maximization solution. The 
chapter is likely to be a good reference place for the “‘solution’’ of bilateral mo- 
nopoly, involving a monopolist supplier and monopsonist processor, developed 
by J. F. Nash, Jr., and which emphasizes that the division of the maximum profit 
magnitude will correspond to the profit shares in the same ratio as would prevail 
“if no trade takes place’’ (p. 53). I presume Shubik does not take seriously his 
own definition of a firm in this connection, namely, ‘an independent entity 
owned and run by asingle entrepreneur”’ (p. 38). Surely it is the nature of decision- 
making, its unity and uniformity, that is significant, not the singularity of the 
entrepreneurial person. 


4. On page 62 he remarks that in the static case its meaning “is hard to give” while in a more dynamic 
situation he proffers as one interpretation the “flooding of the market’’at one date and cutting back production 
at another. I think this is a good illustration of running away from game concepts back to an economist’s 
translation. 

5. Either the tangency solution is tautologous and rather meaningless if rents are included, or simply 
false if they are excluded. At this date this should hardly be regarded as the essence of the theory of mono- 
polistic competition. 
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In analyzing duopoly Shubik offers the definition of an equilibrium point as 
one in which “each player’s strategy maximizes his expected payoff if the strategies 
of the others are held fixed”’ (p. 62). This useful chapter includes the Cournot case 
of assuming given output on the part of a rival, the “efficient-point” solution 
involving the equality of marginal cost and price, and the joint maximization 
solution with and without side payments involving the splitting of profits. The 
chapter is well written and can be assigned for class reading independently of the 
earlier material. 

Following this, Shubik considers price variation hypotheses (Chapter 5) in 
the manner of Bertrand and Edgeworth. Here for both the general theory and for 
the exposition, the results are less than felicitous. After stressing (correctly) the 
importance of inventories, for a good part of the way he proceeds to neglect them. 
He assumes that the different firms (producing identical products) charge different 
prices without considering the implications for secondary markets. It is true that 
he does not regard the full market demand as satisfied at the lower price, so that 
the higher-priced rival is able to make some sales: in the past I referred to this as 
‘left-over’? demand and sales rationing*. Shubik, however, coins the name of 
“contingent”? demand to refer to the same phenomena. His general conclusion is 
that “‘the solution (equilibrium point) to this game is not known”? (p. 111). This is 
hardly novel; while valid it is disappointing in view of the hopes held out by 
Morgenstern for the application of the new concepts. His suggestion that if ‘‘the 
inventory valuation function is sufficiently regular’, that there will then be a 
unique result is hardly helped when we are told that the mathematics are “‘beyond 
the scope of the book’’ (p. 113). I daresay that “solutions” are always possible if 
one assumes “‘regularity’’, but unfortunately the facts may not be so convenient. 

Chapter 6 largely constitutes an exercise which will be interesting to game 
theorists primarily, demonstrating that as the number of competitors becomes 
“large” then the results of competitive price theory emerge. It would be no great 
loss to the economist if this analysis was relegated to an appendix: it would be 
interesting only if the conclusion did not follow though I suppose that there are 
some who enjoy familiar arguments developed differently. At the close of the 
chapter he criticizes briefly the concept of long-run cost functions and ‘“‘facile 
curve drawing’’. I am sympathetic to his arguments here but wonder whether the 
same strictures will not bounce back against facile game applications. 

Least satisfactory in my view is Shubik’s treatment of product differentiation 
and advertising (Chapter 7). I reject his analogy that they play the same general 
role as friction in the general theory of motion (p. 142) or that they merely trans- 
form the payoff functions and strategy spaces (p. 142). From a formal point of 
view this may be so: but as the different set of plays involves a far more complex 
strategy and time-dating of the payoff function, the result may well be to change 
the ‘‘game’”’ beyond recognition, as where poker turns into chess! In this respect 
it is still my opinion that Chamberlin’s work has not been accorded proper 
understanding when it is argued that it is merely a more complex theory though 
in essentials equivalent with pure competition. Shubik gives this inadequate 

6. Price Theory, p. 176. 
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attention though he does observe that the added variables may give rise to non- 
equilibrating systems and induce qualitative as well as quantitative changes. But 
he reserves these results for the “dynamic theory of oligopoly” rather than for 
Chamberlin’s world (p. 142). I think this is a misconception of the matter for, 
with product variation, entry carrying new products as well as new firms, and 
with the endless variety of advertising appeals to a receptive public, there is 
always a dynamics at work, with the postulate of “given conditions” becoming 
rather futile in the context. 

Anticipating that there is this line of defense for monopolistic competition 
Shubik hits along another flank: 

‘*A theory which does not mention inventory conditions, does not make use of 
an interest rate structure, and does not investigate any explicit patterns of dis- 
counted interest streams can hardly be interpreted as dynamic’”’ (p. 157). 

While I think this is a reasonable position—and I tried to do exactly this in my 
own Price Theory (Chapter 17 particularly)—I think it is overdone; others may 
well prefer to place the emphasis on other factors as ‘“‘the’’? dynamic determinants. 
Chamberlin is also criticized for omitting cases of collusion or cooperation. But 
this is to overdo the fault-finding, just as it is always possible to be one-sided in 
any review of the work of others. 

One conclusion reached by Shubik particularly interests me for it has seldom 
been analyzed, and is insufficiently elaborated by him: it explains, too, my 
reservations on his conclusions with respect to the significance of advertising and 
product variation. He writes: 

‘‘When we assume different cost structures for the various firms, as well as 
product differentiation, we can expect that there will be many possible final equi- 
librium positions with different groups of firms active or ‘in-being’, depending upon 
the time path of entry. (This is not brought out in Chamberlin’s work)”’ (p. 156). 

I think Shubik is on the right track here and I would hope that he would 
develop its significance for welfare economics. It does affect all our inferences on 
the resource-allocating and want-satisfying aspects of our economy: I once 
wrote, and illustrated diagrammatically, that innovations would not be introduced 
in the same order with monopoly pricing as with competitive pricing and that 
‘not only will the date of commodity innovation be different but the commodity 
universe itself is likely to take another hue’’’. I think this matter still deserves an 
exhaustive treatment. So much of the operation of our economy depends on the 
order of entry of firms and products. When we have the full analysis many of our 
opinions about the functioning of a “‘free’’ enterprise economy are likely to be 
altered. 


III 
The second part of Shubik’s work is devoted to the “‘dynamics of oligopoly’’, and 
subtitled Mathematical Institutional Economics—almost a contradiction in terms if 


institutional economics is conceived as involving qualitative description. There 
is first a brief chapter on the role of information in the theories, and then a dis- 


7. Price Theory, pp. 232/33. 
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cussion of several questions connected with what in the past would have been 
known as “‘perfect foresight’’ and “‘uncertainty’’; one might express the hope that 
these pages will be developed further. Rigid mathematical schemes might then 
appear less promising to describe phenomena where the very expectation of 
change itself becomes an ultimate dynamic agent, accounting for some contra- 
dictory behavior by way of preparation for vague and uncertain developments. 

In approaching his own contribution, Shubik has a preliminary chapter 
directed to the concept of a “‘game tree’? which describes “‘the anatomy of any 
game, no matter how complicated the moves or the information conditions” and 
which provides “‘a complete picture of the sequence of alternatives that make up 
a game”’. Others may find that this construction simplifies matters rather than 
making a clear concept somewhat obscure by attempts at profundity; the concept 
is less than vital to the subsequent two chapters which represent his contribution 
to oligopoly theory. 

Chapter 10 thus contains the important discussion with claims to originality. 
It is much the longest in the book, running to some 64 pages, followed by a continu- 
ation of the theme in Chapter 11 which covers some 18 pages. The purpose of the 
former is to “integrate the role of entry, asset, and corporate structure” into the 
analysis (p. 203). To begin with there is developed the definition of a ‘‘game of 
survival” where “‘the goal of each player is to ruin his opponent; hence his payoff 
consists of the valuation he places upon survival and ruin” (p. 204). 

The author argues that what is crucial in games of survival is the corporate 
asset position: the firm is defeated and compelled to withdraw when the value of 
its assets falls below what he terms the “‘bankruptcy levels’’ of corporate assets. I 
think there are several difficulties that Shubik ignores or underplays in his concept 
of “bankruptcy” for it can be argued that this legal ‘‘defeat’”’ hardly implies 
“‘victory”’ for the rival when its immediate consequence is a reorganization and a 
scale-down of claims. Too, there are many ways of countering a predatory rival, 
not least the unwillingness to sell at the cutthroat price: one can stand at the 
side-lines for a while and allow him to inflict losses on himself. In short, the 
“‘survival’’ analysis is replete with several indeterminacies and expository intri- 
cacies which are hardly touched. However, Shubik does well to call our attention 
to this problem. As part of the discussion of “‘corporate structure’’ he also suggests 
that we must take care in distinguishing between the individual proprietor as 
against the corporation. Much of this argument seems to regard the proprietor 
form as unduly important in our economy. 

The author concludes that it will be advantageous for a powerful firm to 
engage in “‘an intense but quick war” (p. 214). But it is just this that can be 
prevented, especially by small firms through tactics of refusing to play and staying 
temporarily on the sidelines, perhaps withholding sales while permitting the 
powerful aggressor to lose money merely by quoting a low price, or rationing 
purchasers, or temporarily producing limited stocks for inventories or more 
distant markets, etc. So much more can be said on this: short wars will occur only 
if there is an implicit agreement and motivation to lock horns and do battle. Hence 
his conclusion is of only limited descriptive significance. 
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To illustrate my criticism, the following is drawn from what I think to be the 
major section of this chapter, titled “‘A Dynamic Duopoly Model’’. Here Shubik 
makes “the simple assumption that if current liabilities ever exceed current 
assets the firm will be ruined and will have to liquidate” (p. 235). This supports the 
point of oversimplification very clearly. Another conclusion reached as part of the 
discussion is ‘‘that if the initial assets of both firms are sufficiently close to each 
other it may not be possible for either firm to ruin the other’’ (p. 243). This would 
follow only if the average variable cost curves of the firms are roughly alike; otherwise it 
does not follow. Long ago in handling the “‘survival’’ problem, which innocently I 
called a “‘warfare”’ problem, I distinguished between cost advantages and financial 
or asset advantages: I still think this analysis is valid®. 

The final quarter of his chapter is concerned with advertising, innovation, 
product variation, production scheduling, and other topics loosely held together 
with the main theme of predatory market competition. His extensions to n-person 
survival games contributes little by way of new ideas. 

As a happy relief from the severe formalism of oligopoly theory, even when it is 
jazzed up in the disguise of game theory, the discussion of the “‘structure of 
markets” in Chapter 12 makes a reader wish for more of the same. Beginning with 
some commonplace statistics on American industry and individual firms, Shubik 
quickly brings together some significant data on the automobile industry, its 
production volume, its assets, and the profits per unit of production. The same is 
done for the tobacco industry. It is a source of regret that there is so little of this, 
considering how skillfully Shubik handles such material in concentrating on the 
essentials rather than being immersed in the countless details that swamp the 
usual author of industry studies. 

A final chapter of some ten pages, on “‘Economic Analysis, Social Policy, and 
Law’’, is too brief to get really started; perhaps Shubik will return to these im- 
portant themes in the future. It is followed by appendices on the concept of 
numerical utility, the notion of “fair division”, and mathematical notes supple- 
mentary to the main text. 


While to the non-game theorist the level of writing may be unnecessarily obscure, 
for Shubik has also sought to elaborate a technique rather than solely to diagnose 
economic problems of theory and fact, even the nonspecialist should be able to 
absorb most of the argument from practically all of the chapters. There is an 
undue amount of reference to material coming later and a few new words are 
coined. Most disconcerting to me is Shubik’s addiction to a double footnote 
reference at the end of a line; what purpose this serves escapes me, especially 
when the footnotes are thrown into a common pot at the end of the chapter. 

This should prove to be a useful book for future students of the subject though 
it is unlikely ever to be regarded as light reading. 


University of Pennsylvania, Smpney WEINTRAUB 
Philadelphia (USA) 


8. Price Theory, pp. 173-178. 
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Hans Bayer (ed.). Stellung der Arbeitnehmer in der modernen Wirtschafts- 
politik. Internationale Tagung der Sozialakademie Dortmund. Ber- 
lin 1959. Duncker & Humblot. 349 S. 28 DM 


It is always perplexing to review that increasingly frequent type of publication 
which consists of a collection of papers or speeches presented at a colloquium, 
symposium, festival, conference or just an ordinary scientific meeting. Quality 
differences, diversity of subjects covered, absence of a common theme, failure to 
follow a unified conceptual approach are some of the most widely expressed and 
justified criticisms. The volume under review, whose title might be translated as 
“The Role of Wage and Salary Earners in Contemporary Economic Decision- 
Making’’, suffers in varying degrees from every one of these shortcomings. This 
should cause no surprise in view of the fact that twenty-five contributors, of whom 
about half came from German academic, industrial, and governmental institu- 
tions and the other half largely from universities outside Germany, were assigned 
the exceedingly ambitious task of attacking different segments of the quite broadly 
interpreted topic from an enormous variety of approaches—a procedure made 
possible only by an almost three-week long session, which at least in American 
terms is unusually, but not necessarily unreasonably, long. 

Schematically, the volume consists of four parts: (1) an introductory section 
containing the comprehensive, analytical, insightful but somewhat repetitious 
paper by Professor Bayer, organizer of the meeting and editor of its proceedings; 
(2) a group of eleven papers on Germany, of which seven are concerned more or 
less with codetermination at the plant, industrial and national level, three with 
the unique but not very important semi-governmental chambers of labor in 
Bremen and the Saar, and one with the cooperative movement; (3) a series of 
some nine papers on worker participation in the economic decision-making of 
eight West European countries (two papers on Austria) ; and (4) a final section on 
non-European countries, covering however only the United States and India—and 
the less said about one of the two reports on the United States, the better. 

It is obviously impossible to deal here even sketchily with everyone of the 
papers. Of those concerned with the situation outside Germany, the reports on 
Italy, the Netherlands, France and the United States (by Keller) stood out as 
meaningful portrayals, while those on Belgium and Austria suffered from an 
excessive concentration on the purely legal and legislative aspects of the question. 
A majority of the contributions dealing with Germany were devoted to the legal, 
philosophicai, and operational aspects of codetermination. An inexcusably high 
degree of duplication and repetition impaired the value of this section, viewed as 
a whole. Also, as far as this reviewer was concerned no new points of view, no 











408 BESPRECHUNGEN — COMPTES RENDUS — REVIEWS 


original thoughts, no fresh insights emerged, although some of the contributors 
covered their subjects competently and thoroughly. 

This leaves only Professor Bayer’s stimulating effort to work out a framework of 
analysis explaining and justifying participation by workers in economic decision- 
making. While he distinguishes between industria! (or occupational), cooperative, 
and political approaches, his emphasis is clearly on the first. Indeed, he is excee- 
dingly skeptical of the ability of political instruments to affect economic decisions 
because “‘the questions are posed too broadly”’ and because “‘the individual voter 
is frequently not in a position to perceive the decisive aspects of the problem’’. 
Besides, he argues, the existence of differentiated interests within the working 
class weakens its potential political role. Since little can be said about cooperative 
enterprises as significant instruments for achieving influence in economic decision- 
making, Professor Bayer devotes the largest part of his analysis to the structure, 
assumptions, weaknesses, and effects of industrial codetermination. In the devel- 
opment of his views, occasionally characterized by elaboration of the obvious, 
he succeeds in conveying a number of acute observations on the current state of 
codetermination as a social philosophy (or a part of one), as a future system of 
decision-making in industry, and as one aspect of the total structure of labor- 
management relations in contemporary Germany. He has made a sincere and 
largely successful effort to distinguish between the situation as it is and as he thinks 
it ought to be, and his conclusions on the shortcomings of codetermination deserve 
careful attention. 

Except for his own effort, one wonders whether the intellectual result of this 
“*Tagung’’ was worth the considerable amount of planning, time, money, and 
so on, which it must have consumed. Yet, this is perhaps too narrow a view because 
it could also be argued that the very gathering of a group of people with a common 
interest in an important social question which transcends national boundaries is 
in itself adequate justification. This might be Professor Bayer’s own conclusion if 
he were to adapt his view of the teleological significance of codetermination—i.e. 
the development of the individual personality and the improvement of material 
conditions—to an inquiry into the purposes of social-scientific meetings. 


New York State School of Industrial and Labor Joun P. WinDMULLER 
Relations, Cornell University, Ithaca, New York 


Husert Brocuier et Prerre TaBatont. Economie financiére. Paris 
1959. Presses Universitaires de France (Collection ‘“Themis”’). xv, 


693 p. 2400 fr. fr. 


Depuis quelque temps, les ouvrages sur les finances publiques se multiplient ; 
récemment, nous avons signalé ailleurs les travaux remarquables des Frangais 
Barrére, Mehl et Lauré. Mais c’est dans tous les pays et dans toutes les langues que 
les finances publiques font l’objet d’analyses et de critiques nombreuses, renouve- 
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lées par l’emploi d’instruments modernes d’ investigation, tels que les grandes 
catégories de la macro-économie et les statistiques du revenu national. Cette 
abondance n’est pas qu’une mode; elle correspond bien au contraire a la remise en 
question, partout, des principes traditionnels qui ont inspiré les finances publiques 
jusqu’a nos jours, mais qui ne semblent plus adaptés aux exigences des économie 
industrialisées actuelles, comme aussi de celles des économies en voie de dé- 
veloppement. 

L’ouvrage de MM. Brochier et Tabatoni, que l’on peut considérer comme une 
véritable somme en matiére d’économie financiére, refléte essentiellement la pré- 
occupation de ne plus considérer les finances publiques dans l’isolement et 
d’établir un «pont entre les études économiques et les études financiéres». La 
mise en ceuvre des finances publiques ne se concoit plus comme la simple applica- 
tion de quelques régles techniques; la seule expansion du secteur public, qui a 
porté les dépenses d’Etat aux Etats-Unis de 2,5% du produit national brut en 1880 
a 20% en 1957, ou en Grande-Bretagne de 9% en 1890 4 37% en 1955, impose une 
optique différente: les dépenses comme les recettes publiques infléchissent pro- 
fondément le rythme économique d’ensemble; elles peuvent le ralentir ou l’accé- 
lérer, accentuer des maladaptations ou inversement contribuer 4 les atténuer. Une 
politique financiére cohérente est dés lors partie intégrante des moyens engagés en 
vue de la stabilisation de la conjoncture et de la lutte contre l’inflation. Le pro- 
bléme fondamental est celui de l’aménagement des instruments financiers de 
maniére qu’ils contribuent efficacement 4 promouvoir une croissance économique 
continue. 

Implicitement ou explicitement, les auteurs s’efforgent de dégager un concept 
de «productivité» des finances publiques en fonction de leurs incidences éco- 
nomiques; cela transparait notamment lors de l’analyse des divers types de dé- 
penses publiques et de la pression fiscale. Regrettons peut-étre que l’imposition 
directe, qui est le fondement de la fiscalité dans les pays occidentaux, n’ait pas fait 
lobjet d’une critique plus audacieuse précisément du point de vue de la «pro- 
ductivité»; nombre d’effets anti-économiques de ce mode d’imposition ne sont 
pas signalés. Par ailleurs, il aurait été désirable que le projet d’impét différencié a 
la dépense du professeur F. Oulés fat examiné en paralléle avec celui de N. Kaldor, 
dont il se distingue sur plus d’un point. Ces réserves faites, les sections sur les effets 
économiques des impéts et des dépenses sont trés completes et il est peu d’ouvrages 
en langue francaise qui résument avec autant de clarté et de compétence ces 
questions difficiles. 

Les auteurs ont eu le mérite de relier trés étroitement les finances publiques 
a l’étude du marché monétaire. L’accroissement des dettes nationales 4 court et 
a long terme a placé les Trésoreries au centre de l’appareil monétaire et, de fait, 
dans la plupart des pays la gestion de la dette flottante et de la dette consolidée est 
un instrument de politique monétaire tout aussi important que les manipulations 
du taux de l’escompte ou «l’open market policy», qui relévent des décisions des 
banques centrales. I] n’est que de lire le récent rapport Radcliffe pour se rendre 
compte de cette évolution, encore qu’a notre avis le comité d’enquéte britannique 
soit allé trop loin dans sa critique de la politique monétaire traditionnelle. La 
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section sur «les stratégies monétaires du Trésor» donne l’occasion 4 MM. Bro- 
chier et Tabatoni d’exposer brillamment les interdépendances complexes entre 
phénoménes financiers et monétaires, qui font que l’on ne peut plus formuler 
«des régles de gestion a la fois simples et générales, analogues a celles qui ont fait 
le renom des financiers du x1x® siécle». 

Le chapitre sur «]’élaboration de la politique financiére» retiendra l’attention 
du lecteur, en particulier l’analyse des efforts d’intégration du budget 4 la comp- 
tabilité nationale, en vue d’associer plus étroitement les décisions financiéres & 
leurs répercussions économiques. Cet examen déborde naturellement sur les 
questions d’établissement des comptes prospectifs et des modéles décisionnels, et 
sur les stratégies budgétaires, dont le budget cyclique est une piéce majeure. Les 
auteurs ont le mérite de souligner les nombreux écueils de la politique financiére 
anti-conjoncturelle, qui proviennent entre autres de la difficulté de prévoir avec 
exactitude l’ampleur et la durée des fluctuations cycliques. Nous ajouterons encore 
qu’une politique financiére agissant sur les seules quantités globales risque d’avoir 
une efficacité minime, alors qu’en général les crises éclatent dans des secteurs bien 
déterminés, ce qui impose l’engagement de mesures adaptées au type de dés- 
équilibre sectoriel constaté. Aussi, faut-il considérer la politique budgétaire, 
comme d’ailleurs la politique monétaire, non pas seulement sous l’angle de ses 
effets généraux, mais aussi en fonction de sa capacité de toucher des points parti- 
culiers de l’économie, 14 ot naissent les déséquilibres partiels qui, par contagion, 
finissent par affecter toute l’économie. On découvre ici la controverse qui oppose 
les interventions globales, réputées plus libérales, et les interventions sélectives, 
plus interventionnistes ; les limites des unes et des autres parlent en faveur de leur 
utilisation conjointe, le compromis ne pouvant étre évité dans la pratique des 
affaires humaines. 

Judicieusement, les auteurs réservent un chapitre aux contributions des finances 
publiques a la croissance dans les pays sous-développés, ce qui permet d’évoquer 
la relativité de certaines théories établies pour des structures économiques déter- 
minées et inapplicables dans d’autres contextes. 

L’important ouvrage de MM. Brochier et Tabatoni est destiné sans aucun 
doute a étre pour plusieurs années un «textbook» dans le domaine des finances 
publiques. Le champ couvert par les auteurs et la valeur de leur contribution font 
de leur livre un instrument de travail précieux. 


Université de Lausanne PrerRRE GOETSCHIN 


WALTER GALENSON (ed.). Labour and Economic Development. Wiley, 
New York, and Chapman & Hall, London, 1959. 304 p. $6.75 


The work is a collection of five essays along with an introduction by the editor. 
The five essays have been contributed by Charles A. Myers, Robert A. Scalapino, 
Frederick H. Harbison, William H. Knowles, and Mr. Elliot Berg. The contri- 
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butions relate to India, Japan, Egypt, French West Africa and the British West 
Indies. 

Professor Myers traces the labour movement in India from its infancy to the 
present stage. He pays special attention to the problems of migration, the structure 
of the unions, their leadership, the formation of all-India organisations and the 
role of the State from a passive regulator to an active intervener. ‘“The major 


* legislative enactments since 1947’’, he feels, ‘‘place Government squarely in 


control of the directions which labour management relations may take in India’’. 
He further adds that “‘free trade unions and free collective bargaining in the 
American sense cannot be permitted to exist in India at this juncture in the 
economic development”. ‘“The Indian dilemma’’, he opines is, ‘“‘on the one hand, 
the need to give a number of concessions to the labour force and the need to offer 
employment opportunities at a large scale to satisfy their expectations and urges 
in a democratic setup and on the other, to use all available resources for quickening 
the pace of industrial development. Resolving the dilemma without the loss of 
democracy is the challenge facing India today’’. 

Professor Scalapino points out the basic differences in the labour movement 
in Japan and elsewhere and concludes that the Japanese labour movement will 
continue to differ greatly from that of the United States, but that it may serve to 
further the cause of democracy—‘‘Japanese style’’. 

Professor Harbison opens the account on Egypt by stating that Egypt is a 
nation with limited resources and almost unlimited aspirations. According to him 
the major commitments of modern Egypt are: national independance, national 
security, internal agrarian reform, and industrialisation. The major advantage is 
its homogeneity in terms of religion, language and racial composition and its 
unbroken tradition of centralised and authoritarian government. It is stated that 
the history of the modern Egyptian labour movement starts with the Second World 
War. Unions are not a result of a free labour movement; they are government- 
made labour organisations. But the labour movement, weak as it may be at 
present, is a force pushing in the direction of democracy in a society, which, in the 
past has had very little exposure to free political institutions. 

Mr. Berg studies labour movement of the largest country in Africa, French 
West Africa, and finds that the special socio-political background—a colonial 
situation—colours all aspects of the development process in that country and that 
nowhere are its effects and implications more far reaching than in the field of 
labour problems. Labour movement in that country is relatively undeveloped. 
Only 4 per cent of the total population is engaged in wage-earning. Yet conditions 
are now coming into existence for the emergence of trade in that country. Berg 
discusses the history, functions, leadership, structure and the problems of trade 
unionism in that country and names as basic elements determining the present 
labour situation: the sheltered French Market, the provision of French capital, the 
presence of a large number of Europeans, the ideology and policy of equality, and 
the desire of France to hold West Africa within the French Union. These things 
continue to give the African wage earner a maneuverability denied to his fully 
independent brother in Asia and elsewhere in Africa. 
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Professor Knowles analyses the British West Indies labour movement against 
the background of contemporary problems of agriculture, commerce, population, 
class structure etc. He then passes on to a discussion of the historical growth of 
labour unions, their leadership, structure, membership and political ideologies. 
The problems of management and the role of the government are the other aspects 
he deals with. He concludes that the establishment of stable, job-oriented demo- 
cratic unionism is necessary to the political stability of the new nation and to its 
economic development. 

The contributors are a recognised group of writers on various aspects of the 
economics of labour. The attempt to compress a mass of material—relating to 
widely differing topics into 60-70 pages in each case—is indeed commendable. 
It is perhaps the first attempt of its kind to give a factual, analytical and, at the 
same time, brief account of labour economics in a group of countries in various 
stages of economic development. 

The work is a collection of independent studies. They therefore, to some 
extent, remain unrelated and unco-ordinated. It has rightly been admitted that 
‘the exact process of economic development must necessarily be unique to every 
country which experiences it and that the great number of critical variables 
involved make it highly unlikely that one nation will recapitulate the experience 
of another with any degree of precision’’. It is for this reason that it was found 
essential ‘‘to avoid the artificial casting of divergent experience into a single 
rigid mould and to permit some expression of the different interests and back- 
grounds of the individual authors”’. And yet it was recognised that if these separate 
studies were to permit any generalisation and agreed pattern of treatment, 
common attention to a limited number of central questions was essential. It is for 
this reason that a common set of issues was discussed by each of the contributors. 
The excellent introduction by Dr. Galenson attempts to summarise the experiences 
of the different countries with respect to the issues set forth for the study. 

The volume presents interesting and refreshing reading. It can be read with 
advantage by economists, sociologists and political scientists alike. 


Patna University Patna, India B. R. Misra 


Emit Kino. Zahlungsbilanzpolitik. (St. Galler Wirtschaftswissen- 
schaftliche Forschungen, Bd. 15.) Ziirich und Tiibingen 1959. 
Polygraphischer Verlag und J.C.B. Mohr (Paul Siebeck). g11 S. 
Brosch. sFr. 48.—, Lw. sFr. 54.- 


Professor Emil Kiing hat sich in seinem neuen Werk « Die Zahlungsbilanz- 
politik» ein hohes Ziel gesteckt. Er will die Méglichkeiten, durch ékonomisch- 
politische Massnahmen die Zahlungsbilanz zu beeinflussen, systematisch dar- 
stellen. Die Analyse bezieht sich nicht auf ein gegebenes Land in einer gegebenen 
Situation, sondern will allgemeingiiltig den modus operandi und den Effekt der 
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verschiedenen Eingriffe darlegen. Daher war es schwer zu vermeiden, dass das 
Buch grossen Umfang annahm. Es umfasst 878 Seiten und fordert daher vom 
Leser, der den Stoff durcharbeiten will, ein gut Teil Energie. 

Dass man sich dieser Anstrengung nicht vergebens unterzieht, hat seinen 
Grund vielleicht nicht so sehr darin, dass sie die Reagibilitat der Zahlungsbilanz 
viel klarer macht. Denn letzten Endes ist es ja so, dass die Zahlungsbilanz, 
wenigstens theoretisch, in irgendeiner Richtung von Veranderungen in allen 
Variablen der ékonomischen Politik beeinflusst wird. Die Zahl der Parameter ist 
so uniiberschaubar gross, dass man den ganzen Mechanismus kaum in einem ge- 
danklichen Gesamtbild zusammenfassen kann. Man kann nur die einzelnen 
Aktionsfelder nacheinander behandeln, die Eingriffsméglichkeiten in verschie- 
dene Alternativen einteilen und versuchen zu ergriinden, was voraussichtlich 
eintreffen muss, wenn diese zur Anwendung gelangen. So ist auch Professor Kiing 
verfahren. 

Das Resultat ist ein ausgedehnter Abschnitt iiber Geld- und Kreditpolitik, 
ein weiterer iiber Finanzpolitik, ein dritter iiber Wechselkurspolitik und ein 
vierter iiber Handels- und Devisenpolitik. Verhaltnismassig knapp ist dann der 
Abschnitt, wo die Kombination der verschiedenen Mittel analysiert wird. In 
diesem Zusammenhang hatte wohl eine Synthese formuliert werden miissen, 
wenn sie iiberhaupt méglich gewesen ware. Der Verfasser begniigt sich aber da- 
mit, nacheinander und recht skizzenhaft die Kombination expansiv und restrik- 
tiv wirkender Mittel, binnen- und aussenwirtschaftlicher Eingriffe, konformer 
und nichtkonformer Interventionen zu beleuchten sowie zusammenfassend den 
Einfluss der Ordnungsformen des internationalen Zahlungsverkehrs klarzulegen. 
Ich glaube nicht, dass der Verfasser in dieser Hinsicht viel weniger getan hat als 
recht und schlecht méglich war; die Aussagen miissen ja umso schwacher werden, 
je mehr der Gesichtskreis erweitert wird. - Das Buch wird dann mit einer Dar- 
stellung des Zahlungsbilanzausgleiches als Problem der Weltwirtschaft abge- 
schlossen. 

Der Schwerpunkt des Buches liegt also in den verschiedenen Abschnitten iiber 
die Aktionsfelder der 6konomischen Politik. Nicht weniger als dreizehn Vier- 
zehntel der gesamten Textmenge werden hierfiir in Anspruch genommen. Die 
Analyse ist durchgangig logisch und klar, die Schlussfolgerungen sind vorsichtig 
und wohlerwogen, der Stil ist ausdrucksvoll. Die verwickelten Zusammenhange 
werden in vertrauenerweckender Weise klargelegt, jedoch ohne dass die Gedan- 
kengange von grosser Originalitat gepragt sind. Besonders aus padagogischem 
Gesichtspunkt verdient der Text Lob. Nur bei den kredit- und finanzpolitischen 
Abschnitten kann sich der Unterzeichnete gewisser Spezialkenntnisse riihmen und 
will gern seinen grossen Respekt vor Professor Kiings Leistung ausdriicken. Wenn 
ich manchmal den Beurteilungen eine andere Nuance hatte geben wollen, hangt 
das offenbar damit zusammen, dass ich meine Ansichten in ein Sozialmilieu etwas 
anderer Struktur projiziert habe. Auch wenn es gilt, die Wirklichkeit allgemein zu 
deuten, sind alle, auch Professor Kiing, wenigstens unbewusst milieugebunden. 

Ob wohl der Umstand, dass in dem Abschnitt iiber Handels- und Devisen- 
politik den mengenmassigen Einschrankungen viel mehr Aufmerksamkeit ge- 
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widmet wird als der Zollpolitik, eine Folge dessen ist, dass der Text, wie der Ver- 
fasser mitteilt, seit der Kriegszeit wahrend einer langen Reihe von Jahren ausge- 
arbeitet wurde? Wenn schon alle konkreten Diskussionen iiber die Wirkungen 
ékonomisch-politischer Eingriffe mit einem bestimmten Gesellschaftsmilieu als 
Hintergrund gefiihrt werden miissen, so lauft man eben auch Gefahr, dass dieses 
Milieu sich einmal schneller verandert, als Biicher mit weitgesteckten Zielen 
fertiggestellt werden kénnen. 

Eine weitere Bemerkung sei gestattet. Da der zusammenfassende Gesichts- 
punkt, der dem Buche sowohl den Namen gegeben als auch den Text zu einer 
Einheit verbunden hat, gerade die Zahlungsbilanzpolitik gewesen ist, lag es in 
der Natur der Sache, dass die schweriiberschaubare Menge monetarer und fis- 
kaler Eingriffsméglichkeiten nur hinsichtlich ihres kontraktiven Effekts beachtet 
werden konnten. Man hat ja heutzutage keinen Grund, Zahlungsbilanzpolitik 
in der Absicht zu betreiben, zielbewusst Devisen zu verschwenden. Die expan- 
sive Politik ist in diesen Abschnitten véllig ohne Relevanz, wie auch im Zusam- 
menhang mit der Wechselkurspolitik die Alternative der Aufwertung ausser Acht 
gelassen werden muss. 

Ich neige zu der Ansicht, dass die Arbeit nicht zuletzt aus padagogischem 
Gesichtspunkt noch wertvoller geworden ware, wenn sie zu einer systematischen 
Kiarlegung der Méglichkeiten der 6konomischen Politik und Technik iiberhaupt 
entwickelt worden ware. Der Verfasser beherrscht die monetaren, fiskalischen 
und handelspolitischen Methoden so meisterhaft, dass man nur bedauern kann, 
dass er sein Kénnen nicht hat weiter ausbeuten wollen, sondern dass das Ma- 
terial in die Grenzen gepresst worden ist, die er sich selbst durch die Wahl der 
Problemstellung auferlegt hat. 

Ein anderer Gesichtspunkt drangt sich dem Leser des Buches von Professor 
Kiing auf. Es ist beachtenswert, dass eine quantitativ so massive Darstellung 
zur Beleuchtung der Wirkung der verschiedenen ékonomisch-politischen Ein- 
griffe auf die Zahlungsbilanz geschrieben wird, wahrend doch nach der vor- 
liegenden Methodik jedes Ergebnis zur Willkiirlichkeit verurteilt sein muss, so- 
lange der Reaktionsmechanismus nur bis zum ersten Kausalglied verfolgt wird. 
Diese Bemerkung sei nicht als Kritik an Professor Kiings Methodik aufgefasst. 
Es ware unméglich gewesen, in einer Analyse, die die Wirklichkeit mit einem so 
breiten Pinsel wie dem seinen malt, ein Modell des dynamischen Verlaufes der 
Impulse durch die gesamte Gesellschaftsstruktur hindurch zu geben. Man kann 
jedoch skeptisch sein, ob es wertvoll ist, das primarkausale Reaktionsmuster so 
breit auszumalen, wie es in diesem Werk geschehen ist. 


Schwedische Wirtschaftshochschule Nits MEINANDER 
Helsinki (Finnland) 
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AtEc Nove. Communist Economic Strategy: Soviet Growth and Capabilities. 
Washington. D.c., 1959. National Planning Association. x1, 82 S. 


Unter den Analysen des Wirtschaftswachstums in Ost und West verdient die 
von Alec Nove verfasste fiinfte Publikation der Schriftenreihe « The Economics of 
Competitive Coexistence» besondere Erwahnung. An dieser Broschiire besticht, 
dass sie alles fiir einen vollstandigen Uberblick Unerlassliche unter samtlichen 
Aspekten enthalt, ohne dass der Leser mehr als 65 Textseiten und einen kleinen 
statistischen Anhang durchzubiattern hatte. Diese Kiirze geht natiirlich zu Lasten 
mancher interessanten Einzelheit und hinterlasst zuweilen den Eindruck, als habe 
sich der Autor einem etwas vagen Generalisieren verschrieben, doch kann man 
dies angesichts des erklarten Zwecks der Broschiire — namlich Uberblick zu ver- 
mitteln - in Kauf nehmen. Vom Wesentlichen ist hingegen nichts vergessen: 
weder die grundlegenden volkswirtschaftlichen Daten noch die daran ansetzen- 
den Geistes- und Willensfaktoren noch die daraus entstehenden Wirkungen; wo 
es nétig ist, schweift der Blick auch iiber die Grenzen der Sowjetunion hinaus. Fiir 
die Qualitat des Gebotenen verbiirgen sich neben dem Autor mehrere anerkannte 
Fachleute, denen die Schrift vor der Veréffentlichung vorgelegt worden ist. Hin- 
zu kommt der Eindruck der wissenschaftlichen Objektivitat: Nove vergisst, 
neben allem iibrigen, beispielsweise weder die Mangel des westlichen noch die 
Vorteile des dstlichen Wirtschaftens aufzuzahlen. 

Die Untersuchung beginnt mit einer Analyse der positiven und negativen 
Faktoren, die summa summarum die sowjetische Entschlossenheit, zum «Sieg 
durch Wachstum» zu gelangen, in ihrer besonderen Dynamik bedingen. Als 
nachstes behandelt der Autor die Produktionsfaktoren, die den Sowjets sozusagen 
als Manévriermasse zur Verfiigung stehen. Im grossen und ganzen unterteilt er 
dabei einfach und iibersichtlich nach dem Schema Boden-Kapital-Arbeit- 
«Disposition». Der Faktor Boden (Landwirtschaft, Bodenschatze, Naturkrafte) 
diirfte nach Nove trotz zahlreichen Friktionen die Expansionsplane generell 
nicht behindern. Anders steht es mit den Faktoren Kapital und Arbeit. Das vor- 
handene Kapital ist vielfach schon bis aufs ausserste ausgenutzt, der Anteil der 
Investitionen am Sozialprodukt lasst sich kaum steigern, und ihre «growth- 
effectiveness» diirfte zudem abnehmen. Ahnlich kénnen weder die Soldaten- 
entlassungen noch — besonders vorlaufig — der natiirliche Zuwachs an Arbeits- 
kraften noch die Verbesserung von Arbeitseinsatz, -qualitat und -willen den 
Arbeitsengpass vdllig beseitigen, und auf eine umfassende Verwendung von 
Chinesen verzichtet man. Da Kapital und Arbeit gleichzeitig knapp sind, wird 
es auch nicht méglich sein, generell den einen Faktor durch den anderen zu er- 
setzen. 

Es trifft somit in der Sowjetunion ein unbandiger Expansionswille auf einen 
relativen Mangel an den zwei wichtigsten Produktionsfaktoren, und das lasst nur 
eine Konsequenz offen: intensivste Nutzung des vierten Produktionsfaktors 
« Disposition». Mit anderen Worten: Die Sowjets stehen, solange sie ihre Volks- 
wirtschaft derart stark ausweiten wollen, unter dem Zwang, immer rationeller zu 
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wirtschaften und alle geistigen Reserven zu mobilisieren, auch wenn darunter 
ihre Ideologie zu Schaden kommen sollte. 

Nove belegt durch seine Analyse dieser und anderer Faktoren, dass die sowje- 
tische Produktion diejenige der usa einholen wird. Ob dies zum vorausgesehenen 
Zeitpunkt geschieht oder ob dabei das sowjetische Plansoll erreicht wird oder ob 
diese Leistung iiberhaupt dem spezifisch sowjetischen System zuzuschreiben sein 
wird (Nove verweist auf die ahnlich erstaunliche Selbstindustrialisierung Japans), 
ist, wie vielleicht noch hervorgehoben werden sollte, eigentlich nebensachlich. 
Viel wichtiger ist, dass der Erfolg iiberhaupt eintreten und dass eine Vielzahl 
von Menschen in der Welt ihn der sowjetischen Methode des Wirtschaftens zu- 
schreiben wird. 

Nove denkt in diesem Zusammenhang vor allem an die Beispielwirkung auf die 
unterentwickelten Lander (deren Verflechtung in die sowjetische trade-and-aid- 
Kampagne freilich das erklarte Hauptthema der Untersuchung ist). Dagegen ist 
nur nebenher im Vorwort von der entsprechenden, aber natiirlich viel schwa- 
cheren und weniger folgenschweren Beispielwirkung auf die héherentwickelten 
Volkswirtschaften, also direkt in unserer Mitte, die Rede. 

Der unmittelbaren geistigen Wirkung des sowjetischen Wirtschaftswachstums 
stellt Nove die durch es geschaffenen Méglichkeiten der wirtschaftlichen Ein- 
flussnahme gegeniiber. Er weist recht iiberzeugend nach, dass in der naheren Zu- 
kunft trotz der Steigerung des sowjetischen Wirtschaftspotentials weder der 
Handel mit nichtéstlichen Landern noch die Wirtschaftshilfe entsprechend zu- 
nehmen diirften. Die vielgefiirchtete sowjetische Wirtschaftsoffensive wird also 
vermutilich nicht so bald stattfinden, obwohl] auch Nove sie fiir prinzipiell méglich 
halt. 

Wie sonst noch wird die sowjetische Wirtschaftsexpansion wirken? Zunachst 
hat sie Wirkungen im Ostblock selbst. Nove sagt daneben auch, was der Westen 
tut und tun kann, um die Herausforderung aus dem Osten zu dampfen bzw. sich 
ihrer zu erwehren. Aber wiederum ist nur angedeutet, mit welcher positiven 
Leistung der Westen auf diese Herausforderung zu reagieren verméchte: namlich 
durch Mobilisierung seines eigenen Wirtschaftsapparates zu dem Zweck, den ihm 
aufgezwungenen Konkurrenzkampf der Systeme zumindest nicht zu verlieren, 
obwohl er sich dabei stets bewusst bleiben sollte, dass die Uberlegenheit eines 
«Systems» sich nicht ausschliesslich in seiner wirtschaftlichen Leistung und diese 
sich nicht stets und iiberall im Wirtschaftswachstum dussert. Welche Folgen eine 
solche wirtschaftliche « Mobilmachung» des Westens fiir seine eigene « Ideologie » 
haben kénnte, parallel zu dem von Nove aufgezeigten entsprechenden Entwick- 
lungstrend im Osten — dies ist eine Frage, die der Autor nur fliichtig streift (« Mo- 
dels and reality are two different things, in East and West alike», S.32). Aber 
Noves besondere Leistung liegt ja gerade darin, dass er nicht Spekulation, son- 
dern Information bietet, und dies in einer Form, die es dem Leser erméglicht, 
eigene, begriindete Spekulationen anzustellen, ohne sich in einem Wust von 
Details zu verlieren. 


Basel (Schweiz ) MicHAEL Kocon 
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L.S. PRrEssnew (ed.). Studies in the Industrial Revolution. London 1960. 
Athlone Press. 350 pp. 42s. 


The title of the Festschrift presented to Professor T.S. Ashton on his 7oth 
birthday is a little misleading. The discussion of agrarian developments between 
1660 and 1760 (by A.H. John); the description of the construction of the Newry 
and Sankey canals (by T. C. Barker) ; and the account of the clothiers and weavers 
of Wiltshire in the eighteenth century (by Miss J. de L. Mann) are all concerned 
with an economy in which large factories and steamengines were unknown. On 
the other hand the survey of the Atlantic Economy, 1815-1860 (by J. Potter) ; 
the lively account of the activities of the Yorkshire silkworker John Barraclough 
in France and Italy (by Professor Heaton); and the careful reassessment of the 
return of the gold standard in 1925 (by R.S. Sayers) deal with economic develop- 
ments of the nineteenth and twentieth centuries. Five essays throw new light on 
various aspects of the industrialisation of Britain in the eighteenth century. They 
include a biography of Isaac Wilkinson, the father of the famous ironmasters 
John and William Wilkinson (by W.H. Chaloner) ; a statistical examination of 
population changes in Nottingham, 1700-1800 (by Professor Chambers); an 
account of the policy of the London bankers in wartime, 1739-1784 (by D. M. 
Joslin); a discussion of the rate of interest in the eighteenth century (by L.S. 
Pressnell) ; and a survey of the sub-contact system in the coal industry (by A.J. 
Taylor). These essays all amplify aspects of British economic development which 
Professor Ashton himself discussed in his writings on the Industrial Revolution. 
In addition there is a stimulating article by E.F. Séderlund on the impact of 
British industrialisation upon the iron industry in Sweden. He shows how Sweden 
was “‘the only country in the world without coal deposits where a virtually un- 
protected iron industry has been able not only to survive but to keep its position 
as one of the major export industries’’. 

A point of particular interest that emerges from the contributions of Miss 
Mann and Professor Chambers is that many of the social evils associated with 
the Industrial Revolution were just as common in the age of small domestic 
workshops as in the age of the great factories. The Wiltshire cloth weavers who 
complained of low wages and the truck-system in the eighteenth century were 
just as much “‘exploited”’ by the clothiers as the Lancashire cotton operatives were 
“‘exploited’’ by the great manufacturers in the first half of the nineteenth century. 
And Nottingham, which had only two steam factories before 1800 (one was de- 
stroyed by fire in 1791) had its problem of overcrowding in an age when econo- 
mic expansion ‘“‘consisted of the proliferation of the types of small units that al- 
ready existed’’. 

One of the most important contributions is that of Mr. Potter who has exam- 
ined the structure of the Atlantic economy of 1815-1860 in some detail. It is 
wellknown that when the American colonists gained political independence they 
remained to some extent dependent upon the former Mother Country from an 
economic point of view. For half a century or so the old “‘colonial”’ relationship 
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between the United States and Britain survived in the economic sphere. And both 
countries benefited from this state of affairs. Mr. Potter shows that between 1815 
and 1860—and particularly after 1846—a considerable proportion of the raw 
cotton, the wheat (both grain and flour), the pork, and the beef imported by 
Britain came from the United States. On the other hand the United States was 
an important market for British manufactured goods, though the pattern of 
this trade changed frequently owing to numerous alternations in the American 
tariff. Large quantities of British cotton piece goods, woollen cloth, iron and steel 
manufactures, and earthenware products were sold in the United States in this 
period. Mr. Potter’s detailed analysis of the fluctuations of particular branches of 
Anglo-American trade from the end of the Napolenic Wars to the outbreak of 
the American civil war is a valuable contribution to the study of the structure of 
the Atlantic economy in the nineteenth century. The editor of this exellent col- 
lection of essays has placed economic historians still further his debt by printing 
a bibliography of Professor Ashton’s academic writings. 


University of Manchester (UK) W. O. HENDERSON 


GorttTrrRizD SALomon-DELATOUR, Politische Soziologie. Stuttgart 1959. 
Enke-Verlag. 261 S. Brosch. 23 pM, Lw. 26 pM 


Soziologie wird in dem heute vorherrschenden Verstandnis als eine empiri- 
sche Wissenschaft begriffen, die fachautonom durch empirische Forschung Hy- 
pothesen zu priifen sucht und am Ausbau einer Theorie arbeitet, die die Gestal- 
tungen und Wandlungen des gesellschaftlichen Lebens der Menschen erklaren 
kénnte. Politische Soziologie gilt demgemass als eine Spezialsoziologie, die das 
Verhalten politischer Gruppen und die Bedingtheiten der politischen Ordnung in 
den Konstellationen der umgebenden Gesellschaft untersucht. Sie nimmt ausser- 
dem eine Sonderstellung ein, weil die Auseinandersetzungen mit ihrem Gegen- 
stand ihr selbst politische Fragestellungen aufndtigen, so dass sie einen Ubergang 
in die eigentliche politische Wissenschaft darstellt. Diese politische Wissenschaft 
aber gilt erstens als Wissenschait von der Politik in dem engeren Sinne der Ana- 
lyse politischer Prozesse und Institutionen, zweitens als wissenschaftliche Politik 
im weiteren Sinne eines systematischen Vorausdenkens fiir politisch gestaltendes 
Handeln und einer Analyse normativer Ordnungsprinzipien. 

Das vorliegende Buch fiigt sich in diese Vorstellungen von Soziologie, politi- 
scher Soziologie und politischer Wissenschaft nur schwer ein. Es ist in dreiTeile 
gegliedert. Der erste Teil ist iiberschrieben: Der Staat und handelt unter den 
Titeln: Staatsideen — Staatsformen — Staatsvolk und Staatsgebiet — Verfassung 
und Verwaltung — Parteienlehre die verschiedensten Themen wie: Herrschafts- 
entstehung, Das Reich und der Kaiserkult, Despotismus, Geopolitik, Dissenters, 
Staatsreform in Preussen, Illusion der Freiheit u.a.m. ab. Der zweite Teil heisst: 
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Theologie, Mythologie und Ideologie des Staates. Seine Kapitel setzen Politische Theo- 
logie und Monotheismus, Politische Mythologie und Polytheismus sowie Politische 
Ideologie und Atheismus in Beziehung. Als einzelne Themen werden u.a. be- 
handelt: Gallikanismus, Calvin und der Gottesstaat, Die Illuminaten, Heilige 
Allianz, Die Entdeckung des fernen Ostens, Hegels Synkretismus, Polnischer 
Messianismus, Der Judenstaat, Anarchismus. Der dritte Teil ist betitelt: Imperia- 
lismus und Neue Welt und erértert Themen wie: Imperium in der Geschichte, 
Finanzimperialismus, Afrikaner, Private Expansion, Die Erklarung der Men- 
schenrechte, Die politische Entdeckung Amerikas, Die Indianer. An das Ganze 
ist ein kurzer Schluss gehangt: Politik als Wissenschaft. 

Der Autor dieses Buches steht in einer Tradition, die in der zeitgenéssischen 
Soziologie und Politikwissenschaft nicht mehr so vorherrschend wie friiher ist. 
Er ist Nachfahre einer Soziologie, die weniger empirisch-wissenschaftlich als ge- 
schichtsphilosophisch und vor allem universalhistorisch orientiert ist. Aber so- 
wohl in der philosophisch-gesellschaftskritischen als auch in der universalhistori- 
schen Tradition nimmt er die Stellung eines Aussenseiters ein. Denn sein Buch 
gibt keine « Theorie des gegenwartigen Zeitalters» (Freyer), keine «Ortsbestim- 
mung der Gegenwart» (Riistow), keine systematisch-gesellschaftskritischen Re- 
flexionen iiber die «Dialektik der Aufklarung» (Adorno-Horkheimer), keine 
Darstellung des « Nomos der Erde» (Carl Schmitt). Er selbst fiihlt sich vor allem 
Gelehrten wie G. Jellinek, H. Hauser, O. Hintze, E. Troeltsch, F. Oppenheimer, 
R. Maclver, C. Schmitt, A. Siegfried, G. Simmel und H. Ziegler verpflichtet. Aber 
er unterscheidet sich sowohl von den Systematikern wie von den Historikern un- 
ter ihnen. 

Das Buch ist in einer klaren und knappen Sprache geschrieben, die zu glan- 
zenden Formulierungen fahig ist. Die einzelnen auf jeweils wenigen Seiten abge- 
handelten Themen aber sind Einzelstiicke, die, essayistisch verfasst, in einer Glie- 
derung zusammengefiigt wurden, welche sich mehr an der Gruppierung von Stich- 
worten als an einem systematisch durchgefiihrten Gedankengang zu orientieren 
scheint. Das Werk findet seine innere Einheit insofern weniger in der Darlegung 
eines bestimmten systematischen Gedankens als in der Person und Individualitat 
des Autors, der selbst darauf verweist, dass das Gesamtbild seiner Essays und 
Exkurse nur von einem vorgebildeten Leser im Vor- und Riickblick zu erfassen 
sein wird. Die Lektiire setzt in der Tat einen wohlgebildeten Leser voraus, denn 
der Verfasser verfiigt souveran iiber die Gedanken der viereinhalb hundert be- 
deutenden Autoren aus zwanzig Jahrhunderten Weltgesciichte, die er anfiihrt. 
Im Ganzen wirkt diese Arbeit wie die individuelle Enzyklopadie ihres Autors, der 
in 120 Stichworten jeweils sein reiches Wissen in geistvollen Assoziationen und 
eigenwilligen Kombinationen verdichtete. Sie ist damit reich an Anregungen, 
aber auch stark persongebunden. 


Berlin (Deutschland BR) J. FiyALKowsk1 
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Ror SANNWALD and Jacques STOHLER. Economic Integration—Theo- 
retical Assumptions and Consequences of European Unification. Translated 
from the German by Herman F. Karreman and with a foreward by 
Albert Coppé. Princeton 1959. Princeton University Press. xv1 + 260 


pp. $ 5.- 


AE 


The jacket to the American edition of this book indicates that an earlier re- 
view of the Swiss edition in Kyklos called it ‘‘an exhaustive statement... a bril- 
liant survey... (which) fills the need for a complete and concise survey...’ 
and “‘ a valuable addition.”’ It is easy to see how this judgment could have been 
rendered to the work in German. But there is some basis for the view that in English 
we have less need for a work which is in so large part a summary of the work on 
customs union of James Meade, since we have Meade’s entire work in English. On 
the other hand, only his Problems of Economic Union has been translated into German. 

The flavor of Economic Integration is largely provided by Meade. This is 
frequently acknowledged in the introduction to specific topics (e.g. p. 32, 46, 113, 
160, 233). In all, there are 27 references in the index to Meade as compared with 
8 to Viner, 5 each to Myrdal and Roepke, 4 to Haberler and one each to Sci- 
tovsky and Johnson. The result is rather one-sided. Meade himself is a little 
Teutonic in his logical and thorough exposition of the full variety of possibilities. 
Sannwald and Stohler seproduce perhaps more of it than they need—particularly 
in Chapter rv on balance-of-payments problems—and their didactic, staccato 
series of short declarative sentences, which may sound well in German, make slow | 
and laborious work in English. | 

The result of the strong influence of Meade is apparent in their thorough 
treatment of trade-creation and trade-diversion, the balance-of-payments prob- 
lem, harmonization, factor movements and factor-price equalization. Many of | 
these are complete with Meadian idiosyncracies. But Meade’s omissions are also 
omitted. There is only one reference to the European Investment Fund (p. 181) 
and none to how it might function. The social aspects of international unification 
are neglected. There is no attention to the role of the colonies in European plans. 
Nor is there recognition of the redistributive effect of government in the inter- 
regional adjustment process—an effect which is of crucial importance for the 
question whether supranational powers are necessary in international integration 
as supraregional powers are among regions. Finally Sannwald and Stohler ignore 
the importance of competition from reduced trade barriers—the Scitovsky effect 
of free trade breaking up local monopoly, which many theorists hold to be its 
prime virtue. 

The most interesting part of the book to those who do not need to have Meade 
expounded to them will be the contrast between “‘functional’’ and “‘institutional”’ 
integration. The former is simply the removal of trade barriers; the latter goes 
beyond mere widening of markets. Lack of competition and failure of competitive 
markets to achieve the maximization of production and the optimization of 
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trade, plus the need to redistribute income in the interest of welfare are said to 
require supranational institutions which intervene in the market process. Sann- 
wald and Stohler assert a strong preference for “‘institutional’’ over “‘functional”’ 
integration. In the exchange market, on the other hand, they compromise, favor- 
ing freely-fluctuating exchange rates, plus futures markets, plus intervention by 
exchange stabilization funds (pp. 154, 166). In both these areas, however, their 
conclusions or opinions are set forth with only the most limited supporting reason- 
ing or justification. 

Despite these strictures, this is a useful book. The chapters summarizing 
Meade are perhaps no easier to read than the original, page for page, but they 
are shorter. And the contrast between the Myrdal and Répke positions, though 
underdeveloped, is provocative. And finally, as Professor Knorr says in his intro- 
duction, the book is, as far as it goes, painstakingly precise. 


Massachusetts Institute of Technology (USA) Cuar.es P. KINDLEBERGER 


Heinz Stéwe. Okonometrie und makrobkonomische Theorie. (Oko- 
nomische Studien, Heft 3.) Stuttgart 1959. Gustav Fischer Verlag. 
190 S. 17.50 DM 


Man kann die ékonometrische Buchliteratur in zwei Gruppen einteilen: 
erstens diejenigen Werke, die vor allem in die geeigneten mathematisch-statisti- 
schen Methoden der Priifung gegebener nationalékonomischer Modelle ein- 
fiihren wollen; zweitens diejenigen, die es sich zur primaren Aufgabe setzen, eine 
Zusammenstellung und Sichtung des auf Grund von Modellen erarbeiteten em- 
pirischen Materials zu bringen. Die besprochene Arbeit muss dieser zweiten 
Gruppe zugezahit werden. Sie kénnte den Untertitel fiihren: «Eine Beispiel- 
sammlung zu bekannten makrodkonomischen Theorien»; wobei freilich die Bei- 
spiele sich nicht nur auf die Berechnung empirischer Werte beziehen, sondern auch 
(vielleicht noch zu wenig beriicksichtigte) Methoden der dkonomischen Modell- 
bildung (zum Unterschied von Methoden der ékonometrischen Modellpriifung) er- 
lautern sollen. Solche erwahnenswerte, wenn freilich etwas als uneingegliederte 
Blécke wirkende methodologische Beispiele sind etwa die Kapitel zur Input- 
Output-Analyse, zur linearen Programmierung und zur Spieltheorie. 

Stéwe entgeht jedoch nicht manchen haufig auftretenden Fehlern von Bei- 
spielsammlungen. Er zeigt etwas zu viel Vertrauen in die Méglichkeit, Kausal- 
zusammenhange eindeutig aus den Daten herauszuschalen. Insbesondere feh- 
len ihm Einblicke in die Schwierigkeiten der Periodenbildung, die in der unkri- 
tischen Annahme von Einjahresperioden als sozusagen den «natiirlichen» Zeit- 
intervallen jeder Periodenanalyse (S.111, S.78) zu Tage treten. Trotz seiner 
richtigen Argumentation, dass es besser sei, kurze homogene, statt lange ungleich- 
artige Zeitabschnitte zu untersuchen (eines der wertvollsten Ergebnisse dieser 
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Arbeit!) geht die daraus resultierende Reduzierung von Freiheitsgraden (sehr 
haufig bloss 4!) wegen der ja nur asymptotischen Eigenschaften der Maximum 
Likelihood Schatzung oft zu weit. Tiefer noch greift ein aus der ganzen Anlage 
der Arbeit durchleuchtender Glaube an die zeitliche und értliche Allgemein- 
giiltigkeit 6konomischer Parameter. Daraus resultiert iiberhaupt die vom Ver- 
fasser programmatisch betonte Hochwertung der Parameterschatzung gegeniiber 
den Modellbildungen, wahrend man hier anmerken kann, dass Modelle doch 
langerdauernde historische Giiltigkeit als konkrete Parameterwerte beanspruchen 
kénnen. Denn allgemeine Modelle lassen den Parameterschwankungen grésseren 
Spielraum, da sie ja nur postulieren, dass gewisse Parameter nahe bei null liegen, 
gewisse Einfliisse daher vernachlassigt werden kénnen. Schliesslich muss man als 
gréssten Mangel von Stéwes beispielsammelnder Methode eine Oberflachlichkeit 
in der Einzeluntersuchung hervorheben. 

Der Verfasser nimmt sich ein viel zu weites Untersuchungsfeld, seiner Ab- 
sicht nach die ganze Makrotheorie, vor. Es sei nur ein Teilgebiet herausgegriffen 
und dem Inhalt nach kritisiert, namlich die Untersuchungen zur Konsumfunktion. 
Hier zeigt sich, dass Stéwe wichtige Teile der Literatur unbekannt geblieben sind, 
so vor allem die einschlagigen Biicher von Friedman’, Lydall*, Goldsmith*, sowie 
in der deutschen Literatur von Béssmann‘. Ein Problem, das der Autor vernach- 
lassigt, ist die Aggregation stochastischer Gleichungen. Es scheint, dass er Theils® 
Monographie (die von ihm erwahnt wird) nicht vdéllig verstanden hat. Dies be- 
weise ein Zitat: «Wie man sieht, ergibt sich aus der Aggregation der individuellen 
Verhaltensgleichungen, dass der Grenzhang zum Verbrauch («,) nicht mit den 
individuellen Koeffizienten («’,) identisch, sondern ein gewogener Durchschnitt 
der individuellen (korrespondierenden : der Besprecher) Koeffizienten ist» (S. 18). 
Theil zeigt aber im Gegenteil gerade, dass die makroékonomischen Parameter 
ausser in Sonderfallen eben nicht mit Stéwes Gewichten gewogene Durchschnitte 
der korrespondierenden Parameter sind. 

Diese scharfe Kritik mége jedoch den Wert der besprochenen Arbeit nicht 
entstellen. Lobend hervorheben muss man in der ékonometrischen Methodik 
den lesenswerten Vergleich rekursiver und interdependenter Gleichungen (S. 34ff), 
die strikte Durchfiihrung der sonst gern vernachlassigten Priifung der Nichtauto- 
korreliertheit der Restwerte in allen Modellen, sowie die volle Beriicksichtigung 
des noch zu wenig beachteten Theorems Haavelmos* iiber die Schatzung simul- 
taner Abhangigkeiten. Nochmals miissen betont werden des Verfassers ver- 
dienstvolle Aufteilungen langer Zeitabschnitte in homogene kiirzere unter dem 
richtigen Gesichtspunkt, dass Parameterschwankungen die Schatzung wahr- 
scheinlich starker verzerren werden als eine geringe Stichprobenzahl. Auf diese 

1. M. FrrepmMan, A Theory of the Consumption Function, Princeton v.P. 1957. 

2. H.F. Lypaut, British Incomes and Savings, Oxford 1955. 

3. R.W. Gotpsmitn, A Study of Saving in the United States, m vol., Princeton v.P. 1955 and 1956. 


4 Eva Bossmann, Probleme einer dynamischen Theorie der Kensumfunktion, Frankfurter wirtschaftliche und 
ial haftliche Studi ee ee 











5. H. Tuem, Linear Aggreg ic relations, Contributions to Economic Analysis vu, 
Amsterdam 1954. 
6. T. Haavetmo, Methods of ing the marginal propensity to consume, Studies in Econometric Method, 


Cowles Commission 14, 1953. 
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Art kann er zum Beispiel zeigen, dass von 1880 bis etwa 1900 das Akzelerator- 
prinzip in Deutschland eine Rolle gespielt habe, ab 1900 bis zum Ersten Welt- 
krieg jedoch (bei sinkender Wachstumsgeschwindigkeit!) nicht mehr. Uberhaupt 
miissen vom Verfasser selbst ausgearbeitete Studien zur deutschen Entwicklung 
als besonders verdienstvoll bezeichnet werden. Zusammenfassend kann man 
sagen: eine wertvolle Leistung, bei der sich der Autor jedoch leider etwas iiber- 
nommen hat. 


Universitat Wien (Osterreich ) Ericu STREISSLER 


W. Paut SrrassMANn. Risk and Technological Innovation: American 
Manufacturing Methods during the Nineteenth Century. Ithaca, N.Y., 1959. 
Cornell University Press. xu, 249 pp. $4.- 


This book is a careful and systematic effort to test the Schumpeterian thesis 
that innovation is risky. Professor Strassman has analyzed four industries in the 
United States during the nineteenth century—iron and steel, textiles, machine 
tools, and electric power. 

With his major emphasis on innovations in producer goods and production 
techniques, Strassman finds that most of the innovations in his four industries were 
successful. Some of the reasons for this high rate of success are well known. Total 
demand was increasing rapidly and the social-political environment was favorable 
to businessmen. Labor and capital were relatively mobile, and market barriers to 
new products were relatively low. 

Strassman’s contribution is to suggest two additional reasons for successful 
innovation. He places particular stress on the interrelationships among innova- 
tions which were generally favorable to the innovating process. This was because 
an innovation would often lead to increased production in one industry, thereby 
stimulating production and encouraging innovation in input or output indus- 
tries. For example, innovations which led to lower-priced iron encouraged the 
development of large-scale machine tools which meant further reductions in 
machine prices. Lower-priced blast-furnace and rolling-mill machinery lowered 
the price of iron further. 

Another reason for the high percentage of successful innovations was the 
cautiousness of innovators. One of Strassman’s important findings is the rela- 
tively common use, among innovators, of procedures to reduce risks. These 
included careful testing of new processes and new machines, initial use of the 
innovation on a small scale, and emphasis on gradual improvements rather than 
abrupt and radical changes. 

A fundamental question to raise about Strassman’s study is whether he has 
disproved, at least for four industries in the United States during the nineteenth 
century, the Schumpeterian views about the riskiness of innovation. Strassman is 
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quite aware of the major difficulties in refuting Schumpeter on the basis of avail- 
able evidence. Data on innovations and innovators who fail, for example, are 
more likely to be lost than data on successes. In addition, there is the fundamental 
problem of measuring degree of risk by data on successes and failures when inno- 
vating risk is defined in a non-actuarial or non-statistical sense. In short, inno- 
vating risk is unpredictable because reliable knowledge of the future is not possible. 

Thus the basic question about Strassman’s approach is whether the ex ante 
risk of innovation can be measured by the ex post analysis of successes and failures. 
Strassman points out that «the vast majority of innovations... seemed hazardous 
to people at the time» (p. 19), that the innovators had a «subjective outlook that 
made innovations seem riskier than they actually were» (p.211), and that for 
the entrepreneurs «the feeling of uncertainty ... had overtones of pessimism 
rather than optimism» (p.210). Similarly, «To say that the electric power inno- 
vators were as cautious as possible does not mean that they were so regarded by 
all their contemporaries» (p. 176). 

Putting all of this together, we have a picture of innovators operating in a 
favorable economic, social, and political environment and destined to benefit 
greatly from the unexpectedly favorable interactions among innovations. But 
these innovators and their contemporaries (some of whom can be thought of as 
potential innovators) did not realize how successful the innovations would be nor 
how small the risks would seem to have been ex post. In short, innovation was 
very risky ex ante. The innovators and their financial backers were, therefore, 
extremely cautious and tried to reduce the innovating risks to an absolute mini- 
mum. 

To suggest an alternative interpretation of Strassman’s evidence is not to 
suggest that his book is not carefully done nor well written. It is an exceedingly 
valuable addition to our knowledge about the processes of technological inno- 
vation. Perhaps most important, it represents the kind of careful testing of theory 
by facts which makes a real contribution to economics and to economic history. 


Rochester, New York (USA) | Haro p C. Passer 


Fritz Vorict. Die gestaltende Kraft der Verkehrsmittel in wirtschaftlichen 
Wachstumsprozessen. Untersuchung der langfristigen Auswirkungen 
von Eisenbahn und Kraftwagen in einem Wirtschaftsraum ohne 
besondere Standortvorteile. Bielefeld 1958. Kirschbaum-Verlag. 
136 S. 


Eine 1957 erschienene Studie der Europaischen Wirtschaftskommission der 
Vereinten Nationen («Longterm Aspects of Transport Policy» in ece, Economic 
Survey of Europe in 1956) wies nach, durch welche Zufallsentscheidungen der Ver- 
kehrspolitik gesamtwirtschaftlich nachteilige Standortbildungen im Laufe des 
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Industrialisierungsprozesses entstanden, etwa durch bestimmte Werttarife und 
degressive Frachtraten der Eisenbahnen oder die Subventionierung des Personen- 
Nahverkehrs. Diese erméglichten die Heranfiihrung der Rohstoffe iiber weite Ent- 
fernungen und férderten die gewaltigen Industriekonzentrationen, dariiber hin- 
aus auch noch durch den Pendelverkehr der Arbeitnehmer. Die gesamtwirtschaft- 
lichen Lasten iibermassiger Ballungsgebiete ebenso wie die volkswirtschaftlichen 
Kosten umfangreicher Notstandsgebiete wurden von der Theorie erst in den 
letzten drei Jahrzehnten allmahlich erkannt. Seither ist die Wirtschaftspolitik 
zum Teil unter gewaltigen Opfern, zum Teil mit Symptomkuren bemiiht, diese 
Strukturstérungen zu mildern. 

Voigts Studie zu diesen brennenden Problemen, die jedes Industrieland, aber 
auch jede in Entwicklung befindliche Volkswirtschaft unmittelbar beriihren, 
breitet ein wertvolles wirtschaftshistorisch-statistisches Material aus und ver- 
mittelt dariiber hinaus neue theoretische Erkenntnisse. Er untersucht die volks- 
wirtschaftliche Gestaltungskraft des Verkehrssystems in Mittel- und Oberfran- 
ken, das zu Beginn des Eisenbahnbaues keine besonderen Standortvorteile auf- 
wies, cher rohstoffarm war und sich im gleichen Entwicklungsstadium befand 
wie die umliegenden Wirtschaftsgebiete. Im Zentrum des Untersuchungsraumes 
erlebte Niirnberg sogar eine wirtschaftliche Desintegration seit dem Dreissigjah- 
rigen Krieg, da der lukrative Fernhandel im Dickicht der neuen Mautgrenzen 
steckenblieb. 

Die Verkehrsplanung nahm zu Beginn des Eisenbahnbaues — ebenso wie die 
auch heute noch auftauchenden statischen Wachstumsmodelle mit ihren Gleich- 
gewichtsbedingungen — eine allgemeine Entwicklung aller Wirtschaftszweige an. 
In Wirklichkeit kam es zu Aufschwiingen mit unterschiedlicher Dynamik in den 
Entwicklungsbereichen an den Kreuzungspunkten (besonders im Falle Niirn- 
berg im Schnittpunkt des nordbayrischen Eisenbahnnetzes und als Knotenpunkt 
internationaler Linien) und einem 3-6 km breiten Streifen zu beiden Seiten vor 
allem der zuerst errichteten Strecken; zu wirtschaftlichen Schrumpfungspro- 
zessen in den Entleerungsbereichen, und schliesslich zu Indifferenzbereichen, 
wo sich die Aufschwungs- und Niedergangskrafte ungefahr die Waage hielten. 
Die sich in den Entwicklungsbereichen vergréssernden und rationalisierenden 
Gebiete drangen namlich entlang der Bahnstrecken in die Absatzmarkte der ge- 
werblichen Betriebe ein und «entleerten» diese. 

Erst mit dem Aufkommen des Kraftwagenverkehrs zwischen beiden Weltkrie- 
gen erfolgte eine Auflockerung, sowohl im Falle der betrieblichen Standorte als 
auch durch den Riickgang der Landflucht in der Nahe der Entwicklungsschwer- 
punkte. Der Kraftwagen, dessen Verkehrsleistung heute im Untersuchungsgebiet 
grésser ist als jene der Eisenbahn, erméglichte auch die Fortfiihrung der wirt- 
schaftlichen Tatigkeit der im Kriege aus den Stadten verlagerten Betriebe. Not- 
standsgebiete blieben jedoch auch weiterhin bestehen, da der Kraftwagen erst 
die Voraussetzungen fiir eine gesiindere standortsmassige Gliederung darstellt, 
allein jedoch noch nicht automatisch Entwicklungsprozesse auslést. Die Ent- 
leerungsgebiete sind namlich kapitalm4ssig, aber auch hinsichtlich der qualifi- 
zierten Arbeitskrafte viel zu ausgelaugt, um von sich aus Auftriebskrafte entfalten 
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zu kénnen, die der Konkurrenz der Betriebe in den Ballungszentren gewachsen 
sind. 

Die lehrreiche Studie Voigts gibt eine Reihe von wertvollen Anhaltspunkten 
fiir die manchmal recht hilflosen Diskussionen iiber die Verkehrspolitik (in denen 
nur allzu oft gruppenegoistische Interessen iiberwiegen), die Dezentralisierung 
von Ballungszentren sowie die wirtschaftspolitische Betreuung der Notstands- 
gebiete. Die Standortfragen des Europamarktes, zum Beispiel die Eingliederung 
von Notstandsgebieten, unterentwickelten Landesteilen (Siiditalien) oder zur 
Ganze unterentwickelten Volkswirtschaften (von Island bis zur Tiirkei), er- 
scheinen dadurch ebenfalls in einem neuen Licht. Aber auch fiir die Entwicklung 
der wirtschaftlich riickstandigen Raume in Ubersee ist diese Bereicherung der 
Standortlehre mit ihren begrifflichen Neuschépfungen iiberaus fruchtbar und 
kénnte eine ganze Reihe von einschlagigen Untersuchungen auslésen. 


University of Rangoon (Burma) Kart L. HEerczec 


Handwirterbuch der Sozialwissenschaften (zugleich Neuauflage des 
Handwirterbuches der Staatswissenschaften), hg. von Erwin v. Beckerath, 
Hermann Bente (spater in das Herausgeberkollegium eingetreten), 
Carl Brinkmannf, Erich Gutenberg, Gottfried Haberler, Horst 
Jecht, Walter Adolf Jéhr, Friedrich Liitge, Andreas Predéhl, Rein- 
hard Schaeder, Walter Schmidt-Rimpler, Werner Weber, Leopold 
v. Wiese. Gustav Fischer, Stuttgart/J.C.B. Mohr (Paul Siebeck), 
Tiibingen/Vandenhoeck & Ruprecht, Gottingen. 

Band 2, Lieferung Nr. 24: Chemische Industrie — Distribution (nm), 
1959; Band 10: Stadtebau — Verbrauchsteuern, 1959. 


1. Die hier anzuzeigenden neuen Lieferungen des Handwérterbuches der 
Sozialwissenschaften! sind gekennzeichnet durch das ganz starke Uberwiegen 
rein 6konomischer und da wiederum theoretisch orientierter Stichwérter; des- 
halb erfordert die Wiirdigung auch entsprechenden Raum. Unter den zahl- 
reichen Biographien verdienen besondere Aufmerksamkeit die «Colberts» von 
Briigin, die « Cournots» von Reichardt, die «Stalins» von Schlesinger, die « Lo- 
renz v. Steins» durch E. v. Beckerath und Kloten, die « Taussigs» von Haberler, 
sowie diejenige «v. Thiinens» durch Salin und Asmussen. Es handelt sich in allen 
Fallen um grosse Persénlichkeiten, deren Vielseitigkeit, die sich in Einzelleistun- 
gen nicht erschépft, jeweils geschickt zu einera plastischen Gesamtbild verdichtet 
ist. Ein solches liefert auch C. Brinkmann in seinem Artikel « Utilitarismus», 
der die Originalitat des Autors einmal mehr unterstreicht. 


1. Siehe auch die Besprechung in «Kyklos», Vol. xu, 1959, S. 639 ff. 
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Legt man diesen Masstab in etwa an die Sach-Beitrége, so waren wohl vor 
allem zu nennen « Steuerpolitik » von Woldemar Koch, «Technischer Fortschritt » 
von Ott und « Unternehmereinkommen~» von Niehans (die letzteren zum Teil). 
Hieher gehért noch das Stichwort «Deflation» in seiner Bearbeitung durch 
Giersch, wahrend Erich Schneider mit der Skizze iiber «Statik und Dynamik» 
wohl den im Sinne eines Fachlexikons adaquatesten Artikel liefert. (Letzteres 
gilt ahnlich von der Behandlung des Stichwortes «Subventionen» durch H. 
Meinhold.) — Ein ungemein eindrucksvoller wirtschaftspolitischer Beitrag iiber 
« Diskontpolitik» stammt von Pfleiderer, ein wenig befriedigender wirtschafts- 
theoretischer iiber « Unvollstandigen Wettbewerb» von H. Arndt?. In zwei gross- 
angelegten Untersuchungen wird die Distributionsproblematik eingehend er- 
értert, und zwar von der Seite der Theorie her durch Preiser, von der Seite der 
Politik her durch Weisser. — Schliesslich ist auf die Stichwérterstamme der Sta- 
tistik und des Steuerwesens hinzuweisen, deren Einzelstichwérter fast durchwegs 
von renommierten Autoren bestens betreut werden. 

2. Kocns Artikel «Steuerpolitik» ist durchaus makroékonomisch konzipiert 
und kreislaufanalytisch orientiert, nicht leicht geschrieben und voll von Pro- 
blemen, welche gut gesehen und angepackt werden. Das gilt schon fiir das Ver- 
haltnis von Steuerpolitik und Wirtschaftsverfassung (behandelt einmal fiir die 
kollektivistische und dann fiir eine individualistische Wirtschaft), wobei alle Vor- 
aussetzungen der praktizierten Modelltheorie iiberaus klar herausgearbeitet wer- 
den. Die Bemerkungen iiber die konjunkturpolitischen Méglichkeiten der Be- 
steuerung zeigen eindringlich die Notwendigkeit kasuistischer Detailanalyse, doch 
kommt der Verfasser hier ebenso wie bei den distributionspolitischen Méglich- 
keiten der Besteuerung zu generellen finanzpolitischen Schliissen. An Orts 
«Technischem Fortschritt» iiberzeugt zunachst die Abgrenzung gegeniiber ahn- 
lichen ékonomischen Phanomenen. Nach Vorfiihrung der bisherigen Klassi- 
fikationsversuche des Technischen Fortschritts selbst bietet der Autor eine nicht 
auf der Marginalanalyse, sondern auf Durchschnittsgréssen beruhende Lésung 
der Variation des Kapitals- und Arbeitskoeffizienten. Das Ergebnis sind sieben 
mégliche Falle, welche bestechend interpretiert werden, zumal auch in einer 
fruchtbaren Unterscheidung zwischen von der faktischen Preisrelation abhangi- 
gem und unabhangigem Technischem Fortschritt. (Otts Bemerkungen zu die- 
sem Thema greifen iibrigens Gedanken auf, die schon praktisch in den Produk- 
tivitatsanalysen des National Bureau of Economic Research Anwendung finden.) 
NreHans diskutiert das umstrittene « Unternehmereinkommen» nach dessen Ab- 
grenzung — insbesondere funktionell: Unternehmergewinn als Nicht-Faktor- 
einkommen — mikroékonomisch wie makroékonomisch. In der einzelwirtschaft- 
lichen Theorie werden vor allem die Uberraschungsgewinne bei unrichtigen 
Erwartungen und die Zufallsgewinne bei ungewissen Erwartungen sehr schén 


2. Die Behandlung dieser so bedeutsamen und in der Literatur so kontroversen Theimatik erfolgt nicht 
mit der erforderlichen terminologischen und — freilich weit schwierigeren — materialen Klarheit. Fir die 
Kritik dussert sich das etwa in einer gewissen Vermengung von Marktformenlehre und traditioneller 
Kosten(kurven) theorie, fir die eigene Lésung in einer Isolierung der Parameter (nach Cournot und Cham- 
berlin) von der Marktstruktur. 
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geschildert, fiir die gesamtwirtschaftliche Theorie musste es nach deren Stand 
bei Literaturhinweisen und Andeutungen bleiben. 

Grerscus knappe Skizze iiber « Deflation» korrespondiert mit seinem funda- 
mentalen Artikel iiber «Inflation». Hier wie dort besticht eine sachgerechte 
Gliederung, wahrend fiir die Deflation anders als bei der Inflation auf Beispiele 
verzichtet wird. Besonders gut gelungen sind die Aufzeigung des « Weges» von der 
deflatorischen Liicke zur Depression sowie die Auseinandersetzung iiber expor- 
tierte Deflation und importierte Inflation. Das Muster eines konzentrierten In- 
formationsartikels ist Erich ScHNeEmerRs Abriss iiber «Statik und Dynamik». 
Auch da stehen verdienstliche Abgrenzungen, und zwar sogar im Mittelpunkt: 
so, wenn gegeniiber stationar und evolutorisch oder gegeniiber Gleichgewicht 
und Ungleichgewicht direkt abgehoben wird; oder indirekt, wenn Periodenana- 
lyse und Ratenanalyse als Formen der dynamischen Analyse unterschieden wer- 
den; oder, wenn die komparative Statik der Dynamik gegeniibergestellt und 
schliesslich die komparative Dynamik herausgearbeitet wird; oder, wenn gegen- 
iiber short run und long run abgegrenzt ist, bzw. wenn schliesslich iiber die De- 
terminierung der Dynamik gesprochen wird. Im wohlabgewogenen Beitrag « Sub- 
ventionen» von MEINHOLD folgt auf die negative Abgrenzung eine positive Be- 
griffsbestimmung im Sinne der Aufzeigung entscheidender Merkmale: so das des 
Subjekts als eines Tragers der Sffentlichen Finanzwirtschaft, das des Objekts als 
einer unternehmerischen Individualwirtschaft (oder von deren Gruppen), ferner 
jene, dass keine marktmassige Gegenleistung vorliegen darf und dass ein Pro- 
duktionszweck vorliegen muss. Die Erérterungen iiber Arten, Motive und Ziele 
sind sehr subtil ; indessen werden die grossen Wirkungen auf die Einkommensver- 
teilung ausgezeichnet herausgestellt. 

Priemerers Artikel « Diskontpolitik» zeigt einen Praktiker auf der Héhe 
wirtschaftstheoretischer und wirtschaftspolitischer Argumentation. Der Beitrag 
ist ebenso problemschwer wie lésungsbewusst geschrieben und enthalt zahl- 
reiche, ungemein plastische Beispiele. Wenn hier der Leser gar nicht ganz zum 
Bewusstsein der vom Autor iiberwundenen Schwierigkeiten kommt, dann gilt 
Ahnliches fiir den im ganzen recht konservativ gehaltenen Artikel Havms iiber 
«Devalvation und Revalvation» mit seiner gelungenen Erérterung der Proble- 
matik des Gleichgewichtskurses zusammen mit dessen wirtschaftlichen Folgen 
(Elastizitatsprobleme, Fragen der Terms of Trade). Der Beitrag von F. W. MEYER 
iiber « Devisenbewirtschaftung» bleibt demgegeniiber sachnotwendig in den 
Bahnen einer zweckdienlich informativen Skizze, ist aber wirtschaftsordnungs- 
politisch eigenstandig konzipiert. (In diesem Zusammenhang seien die umfang- 
reichen Darstellungen der «Wirtschaftlichen Problematik» von «Unterneh- 
mungszusammenschliissen » durch WEssELs und der «Staatlichen Politik» gegen- 
iiber « Unternehmungszusammenschliissen» — wenigstens soweit Skonomisch 
direkt relevant — durch Voict ausdriicklich genannt.) 

Theorie und Politik der «Distribution» werden von PrREIsER und WEISSER 
trotz manchen Beriihrungspunkten in den Standorten ohne Abstimmung der 
Konzeptionen abgehandelt. Gewisse Langen da und dort miissen wohl deshalb 
in Kauf genommen werden, weil das Distributionsphanomen eine zentrale Po- 
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sition in der Sozialékonomik einnimmt und demgeméss in sie eingebettet zu 
schildern ist. Preiser verharrt dennoch unverhdltnismassig lang bei der soge- 
nannten Klassenmonopoltheorie, welcher er trotz Kritik wohlwollend gegen- 
iibersteht, und kommt dann zu seinem bekannten Kompromiss iiber 6konomi- 
sche und soziale Theorie der Verteilung mit dem Begriff des Quasi-Monopols. 
Er reduziert die Grenzproduktivitatstheorie auf den «Grenzproduktivitatssatz» 
und wendet sich zuletzt mit recht grossem Optimismus den neueren Varianten der 
Distributionstheorie zu (dynamische Theorie Kaleckis und anderer, soziologische 
Determinierung bei Jean Marchal). Wessers Beitrag ist ungemein farbig und 
trotz gewisser Weitschweifigkeit vorsichtig geschrieben. Das liegt nicht zuletzt 
an der eingehenden Begriffsbildungsarbeit aus philosophischer Schulung heraus, 
welche iiberdies gegen die Scheinverwissenschaftlichung treffsicheres Material 
liefert. So gelingt immer wieder die Aufzeigung von Widerspruchsfreiheit oder 
Widerspriichlichkeit traditioneller distributionspolitischer Maximen bzw. Po- 
stulate; der Information selbst dienen ein Katalog distributionspolitischer 
Grundfragen sowie eine Zusammenstellung distributionspolitischer Empfehlun- 
gen und Warnungen. 

3. Dem grossen Sachgebiet Steuerwesen sind zuzurechnen vor allen anderen 
der Beitrag «Steuern (Theorie der Besteuerung) » von Neumark, dann jener von 
Recktenwald iiber «Steuerwirkungen», ferner die Arbeiten zweier Altmeister 
deutscher Finanzwissenschaft: O. v. Mering iiber «Steueriiberwalzung» und 
F. K. Mann iiber «Steuern II (Ideengeschichte)», weiter drei einschlagige Ar- 
tikel von Schmélders: «Steuermoral», «Steuersysteme» und «Steuertechnik», 
sowie der Beitrag von Bickel iiber «Steuertariflehre». Als interessante Studien 
iiber einzelne Steuern sind jene von Jecht iiber die « Ubergewinnsteuer», von 
Haller iiber die «Umsatzsteuer» und (zum Teil) von Schmélders iiber die 
«Verbrauchsteuern» zu nennen. Schliesslich muss hier auf den temperament- 
vollen Artikel Ritschls ttber «Offentliche Unternehmungen» hingewiesen 
werden. 

Neumarks Arbeit offenbart im komprimierten und doch stets klaren Stil so- 
wie in der sachlichen Beherrschung der Materie den Meister. (Auf S.98, Sp. 1, 
Ende hat sich ein Druckfehler eingeschlichen.) Hinsichtlich Zwecken und Funk- 
tionen der Steuern scheint mir der Harmonisierungseffekt zwar elegant, aber et- 
was zu «einfach» erreicht; die Einteilung der Steuern folgt der bekannten Stu- 
die des Autors in der Gerloff-Festschrift. Der Schwerpunkt des Artikels liegt 
im Abschnitt Besteuerung und Wirtschaftsprozess mit Ausfiihrungen iiber die 
Volkswirtschaftliche Gesamtrechnung, Steuerbelastung, Steuererfolg und Gren- 
zen bei Gesamtbesteuerung und Einzelsteuern. Sehr gut gelungen ist auch der 
Beitrag RECKTENWALDs aus seinem ureigensten Arbeitsfeld. Der gebotene Uber- 
blick iiber die yerzweigte Problematik der Steuerwirkungen, welcher sich indirekt 
auf das gesamte einschlagige Schrifttum stiitzt und es obendrein fugenlos ver- 
arbeitet, lasst kaum Wiinsche offen, und doch muss das vorsichtige Abwagen des 
Verfassers in seinen Aussagen noch besonders hervorgehoben werden. 

Reife eignet selbstverstandlich den Skizzen der beiden grossen Finanzwissen- 
schafter v. MERING und Mann, aber auch die alte Eigenstandigkeit — schreibt 
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doch jeder iiber Gebiete, auf denen er seit jeher fiihrend tatig war und ist -, ver- 
bunden mit zunehmender Verhartung des Standpunkts. Das gilt insbesondere 
fiir v. Merincs Ablehnung jeder makrodkonomischen Uberwalzungstheorie in 
seinem ebenso pragnant wie konservativ gehaltenen Artikel, obwohl er durchaus 
die geanderten Voraussetzungen sieht und aufzeigt, welche die Resultate der 
neoklassischen Uberwalzungslehre notwendig wenig befriedigend fiir die Praxis 
erscheinen lassen miissen. (Skepsis an sich scheint mir allerdings recht am Platz.) 
Manns ideengeschichtliche Position ist aus einer Reihe einschlagiger Veréffent- 
lichungen von héchstem Rang zu bekannt, als dass auf sie eingegangen zu wer- 
den brauchte; neu und recht erheblich ist der Schluss seines Beitrags. Der ergie- 
bigste der ScumM6.pers-Artikel ist unzweifelhaft jener iiber «Steuermoral» mit 
plastischen Uberlegungen zu Steuerwiderstand und Steuermentalitat; hier ist 
der Finanzpsychologe ganz in seinem Fahrwasser. BickEets «Steuertariflehre» 
wird dem Mann der Praxis wahrscheinlich am meisten bieten: eine sehr iiber- 
sichtliche Gliederung, iiberzeugende Erklarungen, abgesicherte Schlussfolgerun- 
gen und handfeste Ergebnisse — ein richtiger Lexikonartikel zur Information 
der Interessierten. An sich erfreulich, wenn auch nicht ganz in der Bearbeitung, 
ist die Aufnahme eines Stichwortes « Betriebswirtschaftliche Steuerlehre», auch 
inhaltlich sehr befriedigend die Darstellung steuerrechtlicher Fragen durch den 
Altmeister O. BGHLER und einen Fachmann wie F. Kein. 

5. Weist der Stichwérterstamm des Steuerwesens direkt 16 Artikel auf, so 
jener der Statistik insgesamt 12, darunter « Mathematische Statistik» des eben 
verstorbenen Altmeisters ANDERSON, «Allgemeine Theorie der Statistik» von 
FLASKAMPER und «Geschichte der Statistik» (sowie «Verbrauchsstatistik») von 
Ch. Lorenz. Auch Spezialthemata wie «Stichprobenverfahren» von KELLERER 
und «Streuungsmasse» von FLASKAMPER sind alten Fachleuten iiberantwortet, 
lediglich jenes iiber «Trend» ANDERSON jr. Die Léwenarbeit der Einzelbeitrage 
iiber amtliche Statistik besorgt der Prasident des Deutschen Statistischen Amtes 
First (4). Fiir Heiterkeit sorgt die Skizze von F. Benrens iiber die Amtliche 
Statistik der « DDR» mit folgender Behauptung: « Die theoretischen Grundlagen 
der Statistik der DDR sind der historische Materialismus und die politische 
Okonomie des Marxismus-Leninismus.» (S.65) (Dialektischer Materialismus 
und Stalinismus ware bezeichnender gewesen.) 

An allgemeinen Artikeln seien lediglich genannt einer iiber «Technik» von 
B. Lutz, zwei sehr gelungene iiber «Unternehmer» sowie «Unternehmungs- und 
Unternehmergeschichte» von F. Repiicu, drei rechtliche des Prasidenten des 
Bundesarbeitsgerichtes NipPERDEY, schliesslich ein sehr schwungvoller und doch 
ernst-wissenschaftlicher von C.J. Frrepricn iiber «Demokratie», dessen posi- 
tivem Tenor ich leider nicht folgen kann, so sehr man wiinschen méchte, der 
Autor habe, speziell mit seinem Ausklang, recht oder werde es schliesslich be- 
halten. 


Universitat Wien (Osterreich ) WILHELM WEBER 
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International Economic Papers, No. 9. Translations prepared for the 
International Economic Association. London and New York 1959. 
Macmillan. 248 pp. 21s. 


Voici la neuviéme publication de cette déja imposante collection, commencée 
en 1951, des International Economic Papers, qui fait honneur a |’Association écono- 
mique internationale. A chaque livraison, un petit nombre d’articles de.valeur, 
anciens ou actuels, parus dans une langue autre que la langue anglaise, sont 
choisis et traduits par les soins du Comité (Peacock, Turvey, Stolper, Henderson). 
Durant ces huits premiéres années (1951-1959) plus de 80 études ont été ainsi 
rassemblées. 

A chaque numéro, nous pouvons admirer la prudence du comité, pour la 
maniére dont il sait doser la nationalité des auteurs, les types de sujets, les degrés 
d’ancienneté des travaux retenus. Ainsi, pour cette derniére livraison, les dates 
vont de 1867 4 1958. On reléve deux auteurs italiens, deux auteurs de langue alle- 
mande, un frangais et un norvégien. I] faut signaler une innovation: presqu’un 
tiers du volume est consacré au résumé d’une série de livres scandinaves ré- 
cents (il y en a douze), analysés par des auteurs eux-mémes scandinaves. 

On ne sait comment rendre compte, sans étre trop long, d’une telle publica- 
tion. I] ne s’agit plus de redire son intérét: tous les lecteurs de Kyklos doivent en 
étre convaincus. II] ne convient pas non plus d’analyser le recueil comme on le 
fait pour un livre: précisément il n’y a pas, dans un recueil, unité de pensée ou 
ralliement a4 une idée directrice. Nous ne voulons pas, un instant non plus, donner 
un ordre de préférence qui serait forcément trés partial. Ce n’est pas un pal- 
marés qu’il faut dresser. Ce serait plutét une table d’orientation. 

Le rédacteur de la Revue d’ Economie Politique que je suis, constate avec plaisir la 
place faite 4 une étude parue dans sa Revue en 1954, de notre collégue DANIEL 
ViLLEY: « L’économie de marché devant la pensée catholique», et écrite en sep- 
tembre 1953 4 la demande du Professeur Répke. Comme tout ce qu’écrit notre 
ami, ces pages poussent, aprés la surprise, 4 la réflexion profonde. Elles ne vont 
pas dans la ligne de ce que pensent la plupart des catholiques sur l’économie de 
marché, mais c’est précisément ce qui en fait la saveur. C’est bien le seul article 
de type philosophique. Tous les autres sont d’inspiration et de traitement théo- 
rique et technique. 

C’est le cas de l’article de RaGNaAR Friscu intitulé «On Welfare Theory and 
Pareto Regions», pensé, sinon écrit, en la présente forme a l’occasion du Congrés 
de Rome 1953 de !’International Association for Research in Income and Wealth. 
La encore les Frangais éprouvent une joie: celle de voir que cet article reproduit 
l’étude de l’auteur, traduite par G. Th. Guilbaud pour la revue EconomieAppli- 
quée de septembre 1954 («La théorie de l’avantage collectif et les régions de Pa- 
reto»). Les éditeurs parlent d’un tour de force (en francais dans le texte anglais) 
mathématique. Convenons que pour qui connait le langage des dérivées partielles 
nous sommes en présence d’une expositicn particuli¢rement éclairante de la dé- 
termination d’une position optimale. J’aime pour ma part y retrouver la si pré- 
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cieuse idée de l’auteur, relative aux paramétres d’action (ce que Lutfalla dénom- 
mait les «variables potestatives»). 

Nous ne connaissions pas FRANCEsco Guicctarp1. Ce sont deux discours (l’un 
pour, et l’autre contre), encore inédits, parus en 1867, sur la taxation progressive 
des revenus fonciers qui nous permettent de faire cette connaissance. 

Srro LomBARDINI nous était par contre déja biea connu comme un chercheur 
de grande qualité, professeur a |’ Université catholique de Milan et directeur d’un 
Centre économique 4 Turin. II] nous permet ici de comprendre un modéle de dé- 
veloppement, en vue de déterminer le rendement de l’investissement dans les 
aires sous-développées. C’est dans le style de Chenery, |’utilisation de la produc- 
tivité marginale sociale. 

Des deux auteurs écrivant en langue allemande, |’un est plus ancien, c’est un 
banquier autrichien mort en 1938, KARL SCHLESINGER; son article a paru en 1914 
et est intitulé: « Basic Principles of the Money Economy», analyse de type mathé- 
matique sur le difficile probléme des encaisses; l’autre est WALTHER G. Horr- 
MANN, professeur a l’Université de Miinster: son étude est de 1958 et se nomme 
«On Forecasting Productivity Changes in an Expanding Economy»; trés inté- 
ressante analyse, sur les niveaux et sur les disparités de productivité dans une 
économie en voie d’expansion. 

Si l’on signale enfin que parmi les douze auteurs que nous avons annoncés, 
figurent les auteurs les plus qualifiés de cette prestigieuse école scandinave, et 
par exemple Dahmen, Lindahl, Rasmussen, et 4 propos des grands problémes de 
V’heure: inflation, risque et certitude, distribution des revenus, on pourra facile- 
ment conclure qu’une livraison comme celle-ci est d’une grande richesse. Si 
quelque cataclysme vous privait de toute bibliothéque, et vous laissait encore la 
disposition de cet ouvrage, il permettrait de se recueillir pendant plusieurs se- 
maines pour acquérir, retrouver ou améliorer la culture économique dont nous 
avons tous la hantise. 


Université de Paris Henri GuITTON 
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